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TECHNICAL ASSISTANCE PLAN AGREEMENT

This Technical Assistance Plan Agreement (“TAP Agreement”) is entered into this
day of April, 2005, as part of the Administrative Order on Consent for Remedial
Investigation/Feasibility Study Pines Area of Investigation (Docket No. V-W-‘04-C-784), by and
between Northern Indiana Public Service Company (“NIPSCO”), Brown Inc., Ddalt Corp. and
Bulk Transport Corp. on the one hand (collectively the “Respondents™), and the People In Need
of Environmental Safety (“P.I.N.E.S.”) on the other hand.

| RECITALS

Whereas, on April 5, 2004, Respondents entered into an Administrative Order on
Consent (Docket No. V-W-°04-C-784) (“AOC II”") with the U.S. EPA.

Whereas, under the terms of AOC II, Respondents agree to coﬁduct a Remedial
Investigation and Feasibility Study (“RI/FS”) in the Pines Area of Investigation.

Whereas, as paﬁ of AOC II, Respondents agreed to provide funding in an amount of
$50,000 to a qualified community group to retain its own technical advisor(s) pursuant to a
Technical Assistance Plan (“TAP”).

Whereas, U.S. EPA and Respondents believe that public participation will result in a
better understanding of the investigative process implemented in an Ri/FS.

Whereas, the P.LN.E.S. has been selected as the community group to receive TAP
funding.

| Whereas, this TAP Agreement sets forth the requirements for providing and
administering funding in an amount of $50,000 to be used by P.IIN.E.S. to hire independent
technical advisors to help interpret Pines Area of 'Investigation documents developed under the

RI/FS and through U.S. EPA’s issuance of the Record of Decision (“ROD”).
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L Definitions.
The following definitions apply to this TAP:

A. “Advance payment” means a pavment made t0 a recipient before “outlays™ are
made by the recipient.

B. “Affected” means subject 10 potential or actual health, economic, or
cavironmental threat within the proposed Pines Area of Investigation. Examples of affected
parties include people: (1) who live in areas near the Pines Area of Investigation, who may
potentially be exposed 10 releases of CCB-derived constituents from the Pines Area of
Investigation; or (2) whose economic interests are threatened or harmed from the potential
releases of CCB-derived constituents from the Pines Area of Investigation.

C. “Allowable Cost” means those project costs that are: eligible, reasonable,
allocable 10 the TAP Project, and necessan 10 the operation of the organization or the
performance of the TAP Project as provided in the appropriate Federal cost principles, in most
cases Office of Management and Budget (“OMB™) Circular A-122, attached hereto as Exhibit 1
(see 40 CFR 30.27, antached hereto as Exhibit 2], and approved by U.S. EPA and Respondents in
the TAP Agreement.

D. “AOC II” means the Admmistrauve Order on Consent for Remedial
Investigation/Feasibility Study. Pines Area of Investigation (Docket No. V-W-'04-C-784).

E. “Budget™ means the financial plan for spending funds for a TAP Project that the
P.LN.E.S. proposes and Respondents approve.

F. “Contract”™ means a wnitten agreement between the P.IN.E.S. and another party
(other than a public agency) for services or supplies necessary to complete the TAP Project.
Contracts include contracts and subcontracts for personal and professional services or supplies

necessary (o complete the TAP Project.
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G. “Contractor” means any party (for example, a technical advisor) to whom the
P.LN.E.S. awards a contract.

H. “Explanation of Significant Differences” (“ESD”) means the document issued by
the lead agency that describes to the public significant changes made to a Record of Decision
(“ROD”) after the ROD has been signed. The ESD must also summarize the information that led
to the changes and affirm that the revised remedy complies with the “National Contingency
Plan” (“NCP”) and the statutory requirements of CERCLA.

L “National Contingency Plan” (“NCP”) means the federal government’s blueprint
for responding to both oil spills and hazardous substance releases. It lays out the country’s
national response capability and promotes overall coordination among the hierarchy of
responders and contingency plans. 40 C.F.R. Part 300.

J. “Operable Unit” means a discrete action defined by U.S. EPA that comprises an
incremental step toward completing remedial activities.'

K “Outlay” means a charge made to the TAP Project that is an allowable cost in
terms of costs incurred.

L. “Pines Area of Investigation” includes the area located in and near the Town of
Pines in Porter County, Indiana, as depicted in Exhibit 3, and includes all locations where CCBs
have or niay have come to be located.

M.  “Potentially Responsible Party” (“PRP”) means any individual(s) or company(ies)
(such as owners, operators, transporters or generators) potentia]l'y responsible under sections 106
or 107 of CERCLA (42 U.S.C. § 9606 or 42 U.S.C. § 9607) for releases or threatened releases of

hazardous substances at the Pines Area of Investigation.
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N. “Project Manager™ means the person legally authorized to obligate the PIN.E.S.
to the terms and conditions of the TAP Agreement, and designated by the P.LN.E.S. to serve as
its principal contact with Respondents. The Project Manager may also assume the role of TAP
Admnistrator.

0. “Project Penod™ means the peniod established in the TAP Agreement during
which TAP funding may be available.

P. “Recipient” means the group that has been selected as the community group to
receive TAP funding.

Q. “Record of Decision” (“ROD™) means a public document that that explains the
risk management decisions made at the Pines Area of Investigation regarding which remedy
option(s) appears 10 be most appropnate for the Pines Area of Investigation; it is based on
technical data gathered and analyses performed duning the RUFS, as well as public comments
and commumity concems.

R “Remedial Investigation'Feasibiiity Study™ (“RLFS™) the phase in the
process during which studies into the nature and extent of the impacts from releases of CCB-
derived constituents at the Pines Area of Investigation are conducted, potential risks to human
health and the environment are evaluated. and alternative remedial options are evaluated. The
RUI/FS encompasses all aspects of the scope of work as outlined in AOC IL

S. “Respondents™ shall mean Northern Indiana Public Service Company, Brown
Inc., Ddalt Corp., and Bulk Transport Corp.

T. “Technical Assistance Plan™ (TAP™) means all activities undertaken by
Respondents 1o provide and administer funding in an amount of $50,000 to be used by an

cligible commmumity group to hire an independen: technical advisor(s) to help interpret submittals
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developed under the RI/FS for the Pines Area of Investigation through U.S. EPA’s issuance of
the ROD.

U. “TAP Administrator” means a person or persons qualified by education and
experience to fulfill the obligations set forth in Section II.F., which include recordkeeping and
accounting activities.

V. “TAP Agreement” is the legal document for making available funding to the
P.IN.ES. to accomplish the TAP Project. It specifies funding and the project period, a
description of the work to be accomplished, and any additional terms and conditions that may
apply.

w. “TAP Project” means eligible TAP activities, under Section II.H., undertaken by

the P.ILN.E.S.
X. “U.S. EPA” means the United States Environmental Protection Agency.
I General Terms and Conditions.

The following are the [U.S. EPA approved] general terms and conditions of the TAP
Agreement between Respondents and the P.ILN.E.S. Parties reserve the right to make changes or
additions as necessary and appropriate by mutual consent.

A. Project Period. The Project Period extends from the date of the signing of the
TAP Agréement through U.S. EPA’s issuance of the ROD.

B. Objective of TAP. The TAP prepared and implemented under AOC II provides

for funding to be made available so that the P.IIN.E.S. can obtain technical assistance in
interpreting information with regard to the Pines Area of Investigation. Respondents are issuing
the TAP to promote public participation in decision making at the Pines Area of Investigation.
The TAP allows the P.LN.E.S. to procure independent technical advisor(s) to help the eligible

group interpret site-related information and decisions.

AQC 11 - Dacket No. V-W-'04.C-784 - TAP Final 5 Aprii 5, 2005



C. Administrative TAP Coordinator. The TAP Coordinator is the individual(s) who

may act, within the scope authonzed by Respondents, on behalf of the Respondents. The TAP
Coordinator’s function is to administer the TAP Agreememt, which primarily nvolves
distribution of TAP funds and periodically reviewing the documents maintained as part of the
TAP Agrecment, which include TAP Management System. Section II.R., Administrative and
Commumication Costs, Section [1.G.; and Conmractor Billing Packages, Section II.S.
Respondents, with the approval of U.S. EPA, may change the TAP Coordinator at any time or
from time to time, and shall promptly notfy :n writing, within 15 days, the P.IN.E.S. of any
such change. The TAP Coordinator is:

Northem Indiana Public Service Company

Attention: Dan Sullivan

801 86th Avenue

Memilhville, IN 46410

Email: dsullivan{zimisource.com

and

Valene Blumenfeld

Brown, Inc.

720 W. U.S. Highway. 20

Michigan City, IN 46360-6897

Email: vblumenfeld@bibic.com

D. TAP Funding Amount. Respondents will make available funds in an amount of

$50,000 to the P.IN.E.S. 1o assist the group to procure independent technical advisor(s) to help

the eligible group interpret site-related information and decisions.

E. The PINES." Budget, Work Plan, Project Manager, and Membership

Information. Within 30 days of executing this TAP Agreement, the P.LN.ES. shall provide
Respondents with:
L. A Budget that clearly shows how the P.IN.E.S. will apply TAP funding

that meets the objectives of the TAP Project. as outlined in Section I1.LB.;
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2. A work plan that includes a scope of work that clearly explains how the

P.INE.S.
a. Is organized;
b. Intends to use personnel to procure management/coordination and
technical advice;
c. Will share and disseminate information to the rest of the affected
community;
d. How the P.ILN.E.S.’ board of directors, technical advisor(s), TAP
Administrator, and Project Manager will interact with each other;
3. Identification of the P.LLN.E.S.” Project Manager, as defined in Section
ILN,;

4. A list of the members of the P.LN.E.S,, including addresses.

F. P.ILN.E.S. TAP Administrator. The P.ILN.E.S. shall have a TAP Administrator.

The P.ILN.E.S. may hire someone to be the TAP Administrator or one member of the group may
donate his or her time and assume ;his role. TAP Administrator activities may include, but are
not limited to, the following:

1. Placing public notices;

2. Preparing contracts;

3. Preparing progress reports;

4. Tracking expenses;

5. Recordkeeping;

6. Accounting activities;

7. Taking meeting notes; and
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8. Acting as the group contact with Respondents for administrative related

G. Administrative and Communication Costs. The P.IN.E.S. may spend no more

than 20 percent of the total available TAP funding on communication costs and administrative
costs, such as recordkeeping, accounting activities and retention of a TAP Admimistrator. This is
to ensure that funding available for the TAP Project 1s used pnmarily for the interpretation and
communication of site-related technical data. The P.IN.E.S. shall keep records of time devoted
o TAP Project-related administrative and communication tasks and TAP funding devoted to

these activities.

H. Eligible TAP Project Activities. The P.I.N.E.S. should use most of the available

TAP. funding to procure a technical advisoris) to help the P.LN.ES. interpret site-related
information gencrated and decisions made under AOC II. including the RUFS. This technical
assistance should contribute to the public’s ability to participate in the decision making process
by improving the public’s understanding of overall conditions and activities ongoing at the Pines
Area of Investigation. The P.I.N.E.S. may use a portion of the TAP funding amount to:

1. Undertake activities that c;>mmum'cate Pines Area of Investigation
information to the public through newsletters, public meetings. or other similar activities;

2. Retain a TAP Administrator; and or

3. Provide one-ime health and safety training for the P.IN.E.S." technical
advisor(s) to gamn site access to the Pines Arez of Investigation. To provide this training, the
PINE.S. must:

a Obtam wnitten approval from the Respondents; and
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b. Plan to spend no more than $1,000 for this training, including
travel, lodging, and other related costs.

L Ineligible TAP Activities. No portion of the TAP funding amount can be used for

the following activities:

1. Asserting, supporting, promoting, or advancing any public or private
lawsuit or other judicial or administrative action or proceeding, including but not limited to,
Hoosier Environmental Counsel, Inc. et al. v. Northern Indiana Public Service Company and
Loyd et al. v. Northern Indiana Public Service Company, Brown, Inc. of Michigan City Indiana,
Ddalt Corp., and Bulk Transport Corp.;

2. To pay for any legal analysis, advice, work product, or support for any
public or private lawsuit or other judicial or administrative action or proceeding;

3. Providing or communicating information, reports, or other work product
from any party'to legal counsel, consultants, or testifying experts involved in any public or
private judicial or administrative action or proceeding adverse to or against any of Respohdents;

4, To inform or assist any technical, legal, or other expert or professional
advisor about matters addressed in or testified to in any judicial or administrative action or
proceeding.

5. Attorney fees or expenses of any kind;

6. Preparing to be an expert witness, consulting witness, or fact witness in
any judicial or administrative action or proceeding;

7. Political activity and lobbying that is unallowable under OMB Circular A-
122, Cost Principles for Non-Profit Organizations, attached hereto as Exhibit 1 (this restn'ctipn

includes activities such as attempting to influence the outcomes of any Federal, State or local
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election, referendum, initiative, or similar procedure through in-kind or cash contributions,
endorsements, or publicity. or attempting to influence the introduction or passage of Federal or
state legislation);
8. Other activities that are unallowable under the cost principles stated in
OMB Circular A-122, Exhibit 1 (such as costs of amusement, diversion, social activities, fund
raising and ceremonials);
9. Tuition or other training expenses for PINES. members or the
P.IN.ES.” technical advisor(s) except as Section II.H., Eligible TAP Project Activities, allows;
10.  Any activities or expenditures for the P.I.N.E_S.’ members’ travel;
11.  Generation of new primary data such as well drilling and testing, including
split sampling;
12. Reopening or challenging final U.S. EPA decisions such as:
a Records of Decision: and/or
b. Disputes with U.S. EPA under its dispute resolution procedures set
forth in 40 CFR 30.63. attached hereto as Exhibit 4; and
13.  Generation of new health data.

J.  Requirements for Advance Payment of Up to $5,000. A maximum of $5,000 in
the form of an advance payment is available to the P.IN.E.S. The P.LN.E.S. must submit in
writing a request to Respondents for an advance pavment which identifies activities, goods, or
services undertaken by the P.IN.E.S. In add:tion, the P.IN.E.S. shall submit a Request for
Advance, attached hereto as Exhibit 5. Respondents. with U.S. EPA approval, may approve or
disapprove the items for which the PIN.ES. seeks advance funding. Upon approval of the

P.LN.E.S.’ request, Respondents will advance cash (in the form of a check or electronic funds
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transfer) to the PIN.E.S., up to $5,000, to cover its estimated start-up costs, as more fully
described in Section IL.K. After the initial advance, the Respondents will provide funding to the
P.IN.E.S. from the TAP funds for the exact amount of each eligible bill.

K. Restrictions on Use of Advance Payment of up to $5,000. Advance payments

may be used only for items associated with the start up of the P.ILN.E.S.” organization, as

specifically requested in the P.I.N.E.S.” advance payment request, and approved by Respondents.

L. Obtaining More than $50,000. Respondents may waive the P.LN.E.S.” $50,000
limit if the P.LN.E.S. demonstrates that: |
1. If it previously received TAP funds, the P.LN.E.S. managed those funds
efficiently; and |
2. The Pines Area of Investigation characteristics indicate additional funds
are necessary due to the nature or volume of site-related information. In this case, three of the
eight factors below must be met:
a. A period of time more than eight years from the beginning of the
RVFS through construction completion;
b. Treatability studies or evaluation of new and innovative
technologies are required as specified in the Feasibility Study
(“F8”);
c. U.S. EPA reopens the Record of Decision,;
d. U.S. EPA designates one or more additional Operable Units after
selection of the eligible community group;
e. The lead agency for remedial actions issues an “Explanation of

Significant Differences” (“ESD”);
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f. A legislative or regulatory change results m significant new site
mformanon after Respondents select the eligible community
group:

g Significant public concern exists, where large groups of people in
the community require many meetings, copies, etc.; and

h. Any other factor that. in Respondents’ judgment, indicates that the
Pines Area of Investigation is unusually complex.

M.  Reimbursement of Costs Prior i0 Selection of An Eligible Community Group.
Prior to signing of the TAP Agreement. the only costs the PIN.E.S. may mcur are costs
associated with incorporanon; however, the P.I.N.E.S. does so at its own risk. Respondents may
reimburse the P.IN.E.S. for preaward incorporation costs if the costs are:
I Necessary and reasonable for incorporation; and
2 Incurred for the sole purpose of complying with the TAP requirement that
an cligible community group be incorporated as a nonprofit corporation.
N. Funding of Eligible Activitiecs. Respondents will fund the P.LN.E.S. for Eligible
TAP Project Activities, Section ILH., up to the TAP funding amount if the group incurred the
costs during the approved “project period” of the TAP Project (except for allowable costs of
incorporation which may be incurred prior 1o the project period), and the group is legally
required to pay those costs. Respondents will not fund the P.IN.E.S. for Ineligible TAP
Acuvities, Section 111
0. Funding Procedures. The P.I.N.E.S. shall provide Respondents, as needed, with a
mounthly Request for Disbursement. attached hereto as Exhibit S, and Summary Request for

Funding, attached hereto as Exhibit 6. The P.IL.N E.S. shall provide appropriate documentation,

AOC Il - Docket N VW04 . T - TAP Syt {2 Apaii 5. 2005



as maintained pursuant to Section ILR., TAP Management System, Section ILS., Contractor
Billing Packages, and Section II.G., Restriction on Administrative and Communication Costs, to
support the Request for Disbursement. In addition, for any Request for Disbursement, the
P.’. LN.E.S. must describe in detail the scope of work and any deliverable genei‘ated for that scope
of work. The P.LN.E.S. shall send Request for Disbursements to:

Northern Indiana Public Service Company
>Attention: Dan Sullivan
nerillle, TA 2801 86th Avenue
Email: dsullivan@nisource.com

and

Valerie Blumenfeld

Brown, Inc.

720 W. U.S. Highway. 20
Michigan City, IN 46360-6897
Email: vblumenfeld@bibtc.com

P. Payment Procedures. Unless Respondents request additional information from

the P.IN.E.S. or provide the P.ILN.E.S. with a notice of dispute regarding a Request for
Disbursement, within thirty days of Respondents receiving a Request for Disbursement with
accompanying documentation as set forth in Section 11.O., Funding Procedures, Respondents
will cause to be issued payments for approved amounts. To determine that payment is justified,
Respondents reserve the right before making péyments to review the Request for Disbursement,
any accompanying documentation, and any documents generated as work product.

Q. Grounds for Not Funding. Respondents may ask U.S. EPA for resolution on any
bill from the P.LN.E.S. when the Respondents believe funds would be used for an ineligible
activity. Respondents may decline to pay a Request for Disbursement, in whole or in part, to the
extent Respondents decide the Request for Disbursement is for an Ineligible TAP Activity, as

defined in Section IL.I.
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R TAP Management Systernn.  The P.IN.E.S. must maintain records that, at a

minimum, include the following:

1

A general ledger that includes an accurate, current, and complete

accounting of all fimancial transactions for the project

2
of cancelled checks;

3.

The P.I.N.E-S. shall keer a journal with account balances and retain copies

All of the following:

Invoices;

Time sheets detailing the Project Manager’s activities;

Work orders;

Receipts:

Letters and correspondence;

Accounting books and records coverning receipt and disbursement
of TAP Project funds:

Anendance recorcs for meetings:

Travel costs for technical advisor(s);

Other project related costs, such as equipment;

Bank account records:

Any public notices or documents relating to public
communications, :ncluding emails and mailings to the P.IIN.E.S.
members:

Drafts, if any. and final versions of any and all documents

generated by the P LN E S’ technical advisor(s); and
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m. Minutes from meetings.

S. Contractor Billing Packages. The P.IN.E.S. shall require its contractor(s), which

includes technical advisor(s), to provide it with a monthly billing package. The P.LN.E.S. must '
maintain such packages in its files, which at a minimum, should include:

1. Invoices indicating the period that the invoice covers, number of hours
spent, a breakdown of the hourly rate, and a breakdown of expenditures (such as travel costs for
that month); |

2. Copies of all receipts for expenditures;

3. Monthly progress reports indicating the tasks accomplished, the number of
hours associated with each task, and problems encountered; and

4. Time sheets detailing their activities with respect to tht; TAP Project.

T. Progress Reports. The P.IN.E.S. must provide Respondents with monthly

progress reports within 30 days of the end of each month, wherein the group provides a full
description in chart or narrative format, see attached Exhibit 7 for an example of a Progress
Report, of the progress the P.I.N.E.S. made in relation to its approved schedule, budget and the
TAP Project milestones, including an explanation of special problems the P.I.N.E.S. encountered
and any copies of technical documents or advisories generated in the 30 day period.

U . Final Report. The P.LN.E.S. must provide Respondents within 90 days after the
submittal of comments on the Proposed Plan under AOC II a description of project goals and
objectives, activities undertaken to achieve goals and objectives, difficulties encountered,
technical advisors’ work products, and funds spent. Attacﬁed hereto, as Exhibit 8, is an example

of a Final Report.
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V. Use of Reports From Technical Advisor. On a timely basis, the P.I.N.E.S. must

send o Respondents any drafis and final writien product that a P.IN.E.S. advisor prepares for
the group as part of the TAP Project, and 10 Respondents and U.S. EPA a copy of each final

written document that a P.I.N.E.S. advisor prepares as part of the TAP Project.

W.  Purpose of Hiring a Technical Advisor(s). The purpose of the P.IN.E.S. in hiring
a technical advisor(s) is 10 assist the P.ILN.E.S. 1o better understand the investigation process
implemented in the RI'FS. The technical advisor's main responsibility is to edncate the
P.LN_ES. about the RI’FS procedures, processes, and results. Therefore, the technical advisor
should devote most of his or her time to reviewing site-related documents and explaining those
documents to the P.ILN.E.S. Notwithstanding, as work progresses, the technical advisor(s) may
be asked to:
1 Act as laison between the PIN.ES. and the Respondents and
government agencies;
2 Review site-related documents;
3 Interpret and explain information to community members;
4. Make site visits and attend meetings; and
S. Prepare reports, presentatons, and questions on behalf of the P.LN.ES..
X Identifying a Qualified Technical Advisor(s)) The P.LN.E.S. must select a
technical advisor(s) who possesses the following credenuals:
1. Demonstrates knowledge of hazardous substance or public health issues as
those issues relate as appropniate to the Pines Area of Investigation;
2. Academic training in a relevam discipline (for example, biochemistry,

toxicology, public health, environmental sciences. engineenng. environmental law, or planning);

AOC If - Docket No V-W-"08-C-T83 - TAP Fral 16 AgEil 5. 2005



3. Ability to translate .technical information into terms the P.LN.E.S. and
general public can understand;

4, The P.IN.E.S. should select a technical advisor who has experience
working on hazardous substance or public health issués, and communicating those issues to the
public; and

5. Experience with the RI/FS process.

Y. Member and Employee Restrictions During Selection of Technical Advisor(s).

The P.LLN.E.S.’ technical advisor(s), any group employee, and all group members must avoid any
action that might result in, or create the appearance of, improper behavior (such as using their
official positions for private gain or giving preferential treatment to someone). A member or
employee of the P.IN.E.S. shall not participate in the selection of the technical édvisor(s) if any
of the following persons or organizations has a financial interest in the contract with the
technical advisor(s):

1. A member or employee of the P.IN.E.S.;

2. A member of the member’s or employee’s immediate family;
3 A partner of the member or employee;
4, An organization (other than a public agency) in which the member or

employee serves as an officer, director, trustee, partner, or employee; or
5. Any person or organization with whom the member or employee is
negotiating or has any arrangement concerning potential employment.

Z. Restriction on Selection of Qualified Technical Advisor(s). The P.LN.E.S. may

not hire the following:
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1. Any person(s) or organization(s) who 1s currently retained or will be
retained in the future as a consulting and/or testifving expert or is a party to or potential witness
in any judicial or administrative action or proceeding regarding the Pines Site, as defined in AOC
11, in which one or more of the Respondents is a party or potential party.

AA. Process for Procunng Technical Advisor or Other Contractor. When procuring
technical advisor(s) or other contracts over $1.000, the P.IN.E.S. will provide both U.S. EPA
and the Respondents an opportunity to review the contract and advisor or contractor
qualifications. The Respondents have the right 1o request U.S. EPA 10 review the contract(s) if
the Respondents believe the contract is pot appropnate.

BB. Conflict of Interests with Respect to Prospective Contractor. The PIN.E.S. must

require any prospective contractor on any contract 10 meet certain requirements identified below.
If, after evaluating the conflict of mterest information, the P.IN.E.S. decides a prospective
coatractor has a significant conflict of interest that cannot be avoided or otherwise resolved, the
PINE.S. must exclude him or her from consideration. Any prospective contractor must
provide, with its bid or proposal. the following and the P.I.N.E.S. must keep this information on
file:

1. Informarion on its financial and business relationship with all potentially
responsible parties (“PRPs™) at the site, with PRP parent companies, subsidiaries, affiliates,
subconnm conmtractors. and current chients or attorneys and agents. This disclosure
requirement includes past and anticipated financial and business relationships, and services
provided to or or behalf of such parties in connection with any proposed or pending litigation;

2. Certificanion that, to the best of its knowledge and belief, it has disclosed

such mformation or no such information exists; and
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3 A statement that it will disclose to the P.I.N.E.S. immediately any such
information discovered after submission of its bid or after award.
CC. Responsibilities of Eligible Group with Respect to Procured Contractor. For
contractual responsibilities, the P.LN.E.S.:
-1 Is responsible for resolving all contractual and administrative issues
arising out of contracts the P.I.N.E.S. enters into under the TAP Project; and
2. Must ensure the contractor(s) perform(s) in accordance with the teﬁns and

conditions of the contract.

DD. Resolving Disagreement with Respondents. The P.LN.E.S. and the Respondents
shall: (1) cooperate with each other to effectuate the purposes of the TAP Project andv TAP
Agreement; (2) attempt to make decisions by consensus; and (3) attempt to resolve any disputes
through good faith negotiations. In the absence of consensus with respect to the TAP Project,
TAP Agreement, or any contract with a technical advisor or contractor, either the Respondents or
the P.LLN.E.S. may submit the dispute to U.S. EPA for a resolution of the disagreement. If
Respondents disagree with U.S. EPA’s resolution of the disagreement, then Respondents may
pursue relief pursuant to the Dispute Resolution (Section XIV.) provision set forth in AOC IL

EE. Termination of TAP Project.

1. U.S. EPA may terminate the P.I.N.E.S.” participation in the TAP Project if
the group fails to comply with the terms and conditions of the TAP Agreement.

2. Respondents or P.I.N.E.S. may petition U.S. EPA for a judgement on any
failure by the P.LLN.E.S. or the Respondents to adhere to the terms of the TAP Agreement.

FF. Closing Out TAP Project.
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1. Within 90 calendar days after the end of the approved Project Period of
the TAP Project, the P.I.\_E S. must pay all bilis related to the TAP Project.

2 The P.LLN.E.S. must retum anv unused cash that respondents advanced or
paid within 90 calendar days after the end of the TAP Project.

GG. Integration. This TAP Agreement supersedes all prior communications regarding
the matters contained herein between the signatories hereto and their representatives. This TAP
Agreement, together with 1ts attachments and exhibits. are an integrated agreement and contains
the emtire agreement regarding the matters herein between the Parties hereto. NO
REPRESENTATIONS, WARRANTIES, OR PROMISES HAVE BEEN MADE OR RELIED
ON BY ANY PARTY HERETO OTHER THAN AS SET FORTH HEREIN.

HH. Amendment This TAP Agreement may not be amended or modified except by a

writien instrument signed by the Parties.
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IN WITNESS WHEREOF, the Parties have executed this Agreement individually or by their

duly authorized representatives.

Subscribed and sworn to before me this

/Y- day of , 2005.

s A

Subs¢ribed and sz/?}:n to before me this
1" day of nast_ ,2005.

y]% O Uyl

Public

AOC II - Docket No. V-W-"04-C-784 ~ TAP Final

NORTHERN INDIANA PUBLIC
SERVICE COMPANY

By:W?W

Printed: Mark T. Maassel

Title: President, NIPSCO

Date: § //éyaf’

2/14/07

My commission expires:

BROWN INC.

8y VGrid Y ome yotl

Printed: Valerie Blumenfeld

Title: Authorized Representative

Date: 4 1405

§-22-07

My commission expires:

April 3, 2005



Subscnibed and swom to before me this
(9™ dayof Tense , 2005.

2]4«;4(’- AP

hc

Subscribed and swom to before me this
lff day of Joan_ , 2004,

?m ¢ e

lic

AOC U - Docket No Vv -W -"04-C-784 - TAP Fral

DDALT CORP.

. //—\
BY' b/ - L
Printed: Valerie Blumenfeld

Title: Authorized Representative

Date: & -/ -6S

My commission expires: g-22-07
BULK TRANSPORT CORP.

//_—
BYf L:IM_, OC.

Printed: Valerie Blumenfeld
Title: Authorized Representative

Date: ., _,.L-0S

My commission expires: 8~ 22-07

April 5, 2005



Su?cn'bed and sworn to before me this
day of Jlupa , 2004

Notary Public

%ﬂﬁiﬂ Aotiig

CH2\ 1173982.2
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People In Need of Environmental Safety

o

Printed: &S / TR/ ‘/C’
Titte: ?es: deﬂ"

Date: 9/ 8/0 5

My commission expires:

A1k 201

April 3, 2605
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CIRCULAR NG. A-122
Rev.sed May 1C, 2004

TC THE HEADS CF EXECUTIVEZ DEPARTMENTS AND ESTA3ILISHMENTS
SUBJECT: Cost Principles for Nor-Profi: Crganizat:orns

1. Purpose. This Circular establishes principies for determining costs of
grants, contracts and o:ther agreements with non-prcfiit orgamnizations. It does
not apply to colleges ard universities which are ccvered by Office of Management
and Budget (OMB) Circular A-2:, "Cost Pr:nciples fcr Educat:ional Institutions®;
State, local, and federa..y-recognized Ind:an tribal governments which are
covered by OMB Circular A-87, *Cost Principles for State, Local, and Indian
Tribal Governments®; or hospitals. The pr:nciples are designed to provide that
the Federal Government bear its fair share cf costs except where restricted or
prohibited by law. The principles do rnot attemp: to prescribe the extent of
cest sharing or matching on grants, cortracts, or cther agreements. However,
such cost sharing or ma:ch:ing shall not be accompl:.shed through arbitrary
limications on individua. cost elements by Federal agencies. Provision for
profit or other incremen: above cost is cu:s.de zhe scope of this Circular.

2. Supersession. -This C:ircular supersedes ccst pr:nciples issued by individual
agencres for non-profit crgan:izations.

3. Applicabilicy.

a. These principles skalil be usecd by al: Federal agencies in determining
the costs of work performed by non-prof:t crganizarions under grants,
cooperative agreements, cos: relmbursemen: contracts, and other contracts in
which costs are used in gricing, administrat.on, or settlement. All of these
instruments are hereafter referred to as awards. The principles do not apply to
awards under which an organizar:on .s nct regu.red tc accousnt to the Federal
Government for actual cosis incurred.

b. All cost reimbursemer: subawards subgrants, subcontracts, etc.) are
subject to those Federa. cos: principlies appl.icable to the particular
organization concerned. Thus, :f a subaward is tc a non-profit organization,
this Circular shall app.y: :f a subawarc :s o a commercial organization, the
cost principles applicable zo commercial concerrs shkall apply; if a subaward is
to a coliege or univers_ty, Circular A-zl shall app.y: if a subaward is to a
Stace, local, or federa_.v-recogn:ze¢ Ird.arn triba. government, Circular A-87
shall apply.



4. Definitions.

a. Non-profit organization means any corporation, trust, association,
cooperative, or other organization which:

(1) is operated primarily for scientific, educational, service,
charitable, or similar purposes in the public interest;

(2) is not organized primarily for profit; and

{3) uses its net proceeds to maintain, improve, and/or expand its
operations. For this purpose, the term "non-profit organization" excludes (i)
colleges and universities; (ii) hospitals; (iii) State, local, and federally-
recognized Indian tribal governments; and (iv) those
non-profit organizations which are excluded from coverage of this Circular in
accordance with paragraph 5.

~ b. Prior approval means securing the awarding agency's permission in
advance to incur cost for those items that are designated as requiring prior
approval by the Circular. Generally this permission will be in writing. Where
an item of cost requiring prior approval is specified in the budget of an award,
approval of the budget constitutes approval of that cost.

5. Exclusion of some non-profit organizations. Some non-profit organizations,
because of their size and nature of operations, can be considered to be similar
to commercial concerns for purpose of -applicability of cost principles. Such
non-profit organizations shall operate under Federal cost principles applicable
to commercial concerns. A listing of these organizations is contained in
Attachment C. Other organizations may be added from time to time.

6. Responsibilities. Agencies responsible for administering programs that
involve awards to non-profit organizations shall implement the provisions of
this Circular. Upon request, implementing instruction shall be furnished to
OMB. Agencies shall designate a liaison official to serve as the agency
representative on matters relating to the implementation of this Circular. The
name and title of such representative shall be furnished to OMB within 30 days
of the date of this Circular.

7. Attachments. The principles and related policy guides are set forth in the
following Attachments:

Attachment A - General Principles
Attachment B - Selected Items of Cost
Attachment C - Non-Profit Organizations Not Subject To This Circular

8. Requests for exceptions. OMB may grant exceptions to the requirements of
this Circular when permissible under existing law. However, in the interest of
achieving maximum uniformity, exceptions will be permitted only in highly
unusual circumstances.

9. Effective Date. The provisions of this Circular are effective immediately.
Implementation shall be phased in by incorporating the provisions into new
awards made after the start of the organization's next fiscal year. For
existing awards, the new principles may be applied if an organization and the
cognizant Federal agency agree. Earlier implementation, or a delay in



implementation of ind:v:3.3l grcvisions, is also permitted by mutual agreement
betweer an otganization 3nd —he cognizant Federa. agency.

.nfcrmaz:ion concerning this Circular may be obtained by
Federal Financial Maragement, OMB, Washington, DC
39935.

16. Inquiries. PFurtner .
contacting the Office cf <
20503, telephone (2C2. 335-

Attachments



ATTACHMENT A
Circular No. A-122

GENERAL PRINCIPLES

Table of Contents

A.

1.

Basic Considerations
Composition of total costs
Factors affectiné allowability of costs
Reasonable costs
Allocable costs
Applicable credits
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Multiple allocation base method
Direct allocation method
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E. Negotiation and Approval of Indirect Cost Rates

1. Definitiong

Negotiation ang approval of rates



ATTACHMENT A
Circular No. A-122

GENERAL PRINCIPLES
A. Basic Consideratioars

1. Composition cf totai costs. The tota: ccst of an award is the sum of
the allowable direct ard allocabie indirect costs less any applicable credits.

2. Pactors affascting allowabillity cf costs. To be allowable under an
award, costs must meet the fsiiowing general cr:iter:a:

a. Be reascrable for the perfcrrance >f the award and be allocable
thereto under these pr.rc:iples.

b. Conforr to any limitations or excius:ons set forth in these
principles or in the award as toc types or amount cf cost items.

c. Be consistent with policies and procedures that apply uniformly
to both federally-financed and other act:ivities of the organization.

d. Be accorzded consistent treaimen:t.

e. Be det-ermined 1in acccrdance w:ith cenerally accepted accounting
principles (GAAP).

f. Not be :aciuded as a cost cr used tc meet cost sharing or
matching requirements of any other federalliv-f:rnanced program in either the
current Oor a prior per:5d.

g. Be adegquately documented.

3. Reasonable cos:s. A cost is reascnatle .f, in its nature or amount,
1t does not exceed that wh:chk would be incurred by a prudent person under the
circumstances prevail:ng at the z.me th2 dec.sicn was made to incur the costs.
The question of the reascnablernegs of spec:f:c costs must be scrutinized with
particular care in conrection with organ.zat.ons Or separate divisions thereof
which receive the prepornderance of their support from awards made by Federal
agencies. In determin:ng the reasonableness of a g:ven cost, consideration
shall be given to:

a. Whether -he cos: is of a type generally recognized as ordinary
and necessary for the opera:z:on of the orgar:zat:cn or the performance of the
award.

H



b. The restraints or requirements imposed by such factors as
generally accepted sound business practices, arms length bargaining, Federal and
State laws and regulations, and terms and conditions of the award.

c. Whether the individuals concerned acted with prudence in the
circumstances, considering their responsibilities to the organization, its
members, employees, and clients, the public at large, and the Federal
Government .

d. Significant deviations from the established practices of the
organization which may unjustifiably increase the award costs.

4. Allocable costs.

a. A cost is allocable to a particular cost objective, such as a
grant, contract, project, service, or other activity, in accordance with the
relative benefits received. A cost is allocable to a Federal award if it is
treated consistently with other costs incurred for the same purpose in like
circumstances and if it:

(1) Is incurred gpecifically for the award.

(2) Benefits both the award and other work and can be
distributed in reasonable proportion to the benefits received, or

(3) Is necessary to the overall operation of the organization,
although a direct relationship to any particular cost objective cannot be shown.

b. Any cost allocable to a particular award or other cost objective
under these principles may not be shifted to other Federal awards to overcome
funding deficiencies, or to avoid restrictions imposed by law or by the terms of
the award.

5. Applicable credits.

a. The term applicable credits refers to those receipts, or
reduction of expenditures which operate to offset or reduce expense items that
are allocable to awards as direct or indirect costs. Typical examples of such
transactions are: purchase discounts, rebates or allowances, recoveries or
indemnities on losses, insurance refunds, and adjustments of overpayments or
erroneous charges. To the extent that such credits accruing or received by the
organization relate to allowable cost, they shall be credited to the Federal
Government either as a cost reduction or cash refund, as appropriate.

b. 1In some instances, the amounts received from the Federal
Government to finance organizational activities or service operations should be
treated as applicable credits. Specifically, the concept of netting such credit
items against related expenditures should be applied by the organization in
determining the rates or amounts to be charged to Federal awards for services
rendered whenever the facilities or other resources used in providing such
services have been financed directly, in whole or in part, by Federal funds.

c. For rules covering program income (i.e., gross income earned
from federally-supported activities) see Sec. _ .24 of Office of Management and
Budget (OMB) Circular A-110, "Uniform Administrative Requirements for Grants and
Agreements with Institutions of Higher Education, Hospitals, and Other Non-
Profit Organizations.™"



6. MAdvance understandings. Under any given award, the reasonableness and
a.locability of certain items of costs may be difficu.t to determine. This is
particularly true in ccnnect:3n with crgan:izaticns that receive a preponderance
of their support from 7ederal agencies. In crder to avoid subsequent
d:sallowance or dispute dased 51 unreascrablieness or nonallocability, it is
often desirable to seek a written agreement with the cognizant or awarding
agency in advance of the :ncurrence of spec:ai: or urusual costs. The absence of
an advance agreement on any element of ccst will net, in itself, affect the
reasonableness or allocability of that element.

7. Conditional exempticns.

a. OMB authorizes ccndit:ona: exempt:on from OMB administrative
requirements and cost principles circu.ars for certain Federal programs with
statutorily-authorized conscliidated pilann:ng and consolidated admiristrative
funding, that are idenz:.:Zf.ed by a Federal agency and approved by the head of
the Executive department or es:abl:i:shment. A Federal agency shall comnsult with
OMB during its considerat: of whether 1o grant such an exemption.

b. To promote efficiency .n State and local program administration,
when Federal non-entitlement grograms with commen purposes have specific
statutorily-authorized consol:dated plann:ng and consolidated administrative
funding and where most 5f the State agercy's resources come from non-Pederal
sources., Federal agencies may exempt these covered State-administered, non-
entitlement grant programs from certa:n OM3 grants management requirements. The
exemptions would be from all but the aliocabi:i.ty of costs provisions of OMB
Circulars A-87 (Attachmenrt A, subsect:on C.3!, "Cost Principles for State,
Local. and Indian Tribal Governments,® A-Zi (Sect.on C, subpart 4), *“Cost
Pranciples for Bducationai Insz:tutions,* and A-122 [Artachment A, siubsection
A.3y, "Cost Principles for Non-Profit Orgarizations.® and from all of the
administrat:ve requirements gprovisions cf OMB Circular A-110, "Uniform
Administrative Requirements for Crants and Agreements with Institutions of
Higher Educat:i:on, Hosp:tais, and Other Non-Profi: Organizations,® and the
agencies' grants managemmert COMmCn ruie.

c. When a Federal agency provides th:s flexibilizy, as a
prerequis:te to a State's exerc:ising thris option, a State must adopt its own
wraitten fiscal and administrat.ve requirements for expending and accounting for
all funds. which are consisten: with tte provisions of OMB Circuiar A-87, and
extend such policies to ail subrecipierts. These I:scal and administrative
requirements must be sufficien:tly specif:- to ensure that: funds are used in
compliance with all appl:cable Federal sta:utory and regulatory provisionms,
costs are reasonable ancd necessary for operat:ng these programs, and funds are
not be used for genera. expenses regquired o carry out other responsibilities of
a State or its subrecipients.

B. Direct Costs

1. Direct costs are those that can be iderrt:fied specifically with a
particuiar final cost oS-ect:ive, ..e., a carticular award, pro‘ect, service, or
ozher direct activity of an grzanizat:crn. HOwever, a cost may not be assigned
tc an award as a direct cost :I any other cost ircurred for the same purpose, in
like circumstance, has been allccated tc an award as an indirec: cost. Costs
1dent.fied specificaily with awarzZs are d.rect cecsts of the awards and are to be
assicned direc:tly thereto. <Css:ts :denctii.ed spec.f:cally with other finmal cost



objectives of the organization are direct costs of those cost objectives and are
not to be assigned to other awards directly or indirectly.

2. Any direct cost of a minor amount may be treated as an indirect cost
for reasons of practicality where the accounting treatment for such cost is
consistently applied to all final cost objectives.

3. The cost of certain activities are not allowable as charges to Federal
awards (see, for example, fundraising costs in paragraph 17 of Attachment B).
However, even though these costs are unallowable for purposes of computing
charges to Federal awards, they nonetheless must be treated as direct costs for
purposes of determining indirect cost rates and be allocated their share of the
organization's indirect costs if they represent activities which (1) include the
salaries of personnel, (2) occupy space, and (3) benefit from the organization's
indirect costs.

4. The costs of activities performed primarily as a service to members,
clients, or the general public when significant and necessary to the
organization's mission must be treated as direct costs whether or not allowable
and be allocated an equitable share of indirect costs. Some examples of these
types of activities include:

a. Maintenance of membership rolls, subscriptions, publications,
and related functions.

b. Providing services and information to members, legislative or
administrative bodies, or the public.

c. Promotion, lobbying, and other forms of public relations.

d. Meetings and conferences except those held to conduct the
general administration of the organization.

e. Maintenance, protection, and investment of special funds not
used in operation of the organization.

.f. Administration of group benefits on behalf of members or
clients, including life and hospital insurance, annuity or retirement plans,
financial aid, etc.

C. Indirect Costs

1. 1Indirect costs are those that have been incurred for common or joint
objectives and cannot be readily identified with a particular final cost
objective. Direct cost of minor amounts may be treated as indirect costs under
the conditions described in subparagraph B.2. After direct costs have been
determined and assigned directly to awards or other work as appropriate,
indirect costs are those remaining to be allocated to benefiting cost
objectives. A cost may not be allocated to an award as an indirect cost if any
other cost incurred for the same purpose, in like circumstances, has been
assigned to an award as a direct cost.

2. Because of the diverse characteristics and accounting practices of
non-profit organizations, it is not possible to specify the types of cost which
may be classified as indirect cost in all situations. However, typical examples
of indirect cost for many non-profit organizations may include depreciation or



use allowances cn bu..d:ngs and equipment, the costs of operating and
marntaining facilities, and genera. adrmin:strat:on and general expenses, such as
the salaries and expenses of executive off:cers, personnel administration, and
accounting.

3. Indirect costs shta.l be class:f:ed within two broad categories:
=Pacilizies* and "Adm:r..stratiorn.™ =Fac:.::ties" :s defined as depreciation and
use allowances on bu:icd:ngs, equipment and capital 1mprovement, interest on debt
associated with certain buildings, eguipment and capital improvements, and
operations and maintenarce expenses. “Administrat:on® is defined as general
administration and genera. expenses such as the director's office., accounting,
personnel, library expenses and ail other :tvpes of expenditures pot listed
specifically under one cf the subcateccr:es of "Facilities® {including cross
allocaticns froe octher poois, where appi:cable.. See indirect cost rate
reporting requirements :- subparagraphs D.z.e and 2.3.g.

D. Allocarion of Indirec:z Costs and Geterminatiocr of Indirect Cost Rates
1. General.

a. Where a non-profit organization has only one major function, or
where all its major functions berefi: from 1ts indirect costs o approximately
the same degree, the alliccation of indirect costs and the computation of an
indirect cost rate may be accoeplished through simplified allocation procedures,
as described :n subparagraph 2.

b. Where an osrganization has several major functioms which benefit
from its indirect cos:s :n varying degrees, allccation of indirect costs may
require the accumlat:on of such costs intc separate cost group:ings which then
are allocated individually ro benefitinz functions by means of a base which best
measures the relacive degree of benef:r. The indirect costs allocated to each
function are cthen distr.cuted to :ndividual awards and other activities included
in that funct:on by means of an indirec:t cost rateis).

€. The determination of wha: cons:titutes an organization's major
functions will depend or .ts purpose in being; the types of services it renders
to the public, i1rs clients, and its mempers: and the amount of effort it devotes
to such activities as fundraising, publ:c :nformation and membership activities.

d. Specif.- methods for allocating indirect costs and computing
indirect cos: rates a.sng with the condiz:zns under which each method should be
used are described in subparagraphs 2 - rcagh 5.

e. The base period for tre allocation of indirect costs is the
period in which such costs are incurred and accumu.ated for alleocation to work
performed in that peri.od. The base per.cd normally should coincide with the
organization's fisca. year but, ir anry event, shall be so selecred as zo avoid
inequities in the allaccatiorn of the ccs<s.

2. Simplified aliocation method

a. Wnere an crganizatior.'s ma;cr funct:ons berefit from its
indirec: costs Lo apprax.:mately the same degree, the allocation of indirect
costs may be accompl:shecd oy (1) separar:ng the organization's total costs for
the base per:od as either d:rect or :ind. recz, and '1:; dividing the tcral
allcwable indirect costs .net of appi.c:rz.le credits! by an equitable




distribution base. The result of this process is an indirect cost rate which is
used to distribute indirect costs to individual awards. The rate should be
expressed as the percentage which the total amount of allowable indirect costs
bears to the base selected. This method should also be used where an
organization has only one major function encompassing a number of individual
projects or activities, and may be used where the level of Federal awards to an
organization is relatively small.

b. Both the direct costs and the indirect costs shall exclude
capital expenditures and unallowable costs. However, unallowable costs which
represent activities must be included in the direct costs under the conditions
described in subparagraph B.3.

c. The distribution base may be total direct costs (excluding
capital expenditures and other distorting items, such as major subcontracts or
subgrants), direct salaries and wages, or other base which results in an
equitable distribution. The distribution base shall generally exclude
participant support costs as defined in paragraph 32 of Attachment B.

d. Except where a special rate(s) is required in accordance with
subparagraph 5, the indirect cost rate developed under the above principles is
applicable to all awards at the organization. If a special rate(s) is required,
appropriate modifications shall be made in order to develop the special rate(s).

) e. For an organization that receives more than $10 million in
Federal funding of direct costs in a fiscal year, a breakout of the indirect
cost component into two broad categories, Facilities and Administration as
defined in subparagraph C.3, is required. The rate in each case shall be stdted
as the percentage which the amount of the particular indirect cost category
(i.e., Facilities or Administration) is of the distribution base identified with
that category.

3. Multiple allocation base method

a. General. Where an organization's indirect costs benefit its
major functions in varying degrees, indirect costs shall be accumulated into
separate cost groupings, as described in subparagraph b. Each grouping shall
then be allocated individually to benefitting functions by means of a base which
best measures the relative benefits. The default allocation bases by cost pool
are described in subparagraph c.

b. Identification of indirect costs. Cost groupings shall be
established so as to permit the allocation of each grouping on the basis of
benefits provided to the major functions. Each grouping shall constitute a pool
of expenses that are of like character in terms of functions they benefit and in
terms of the allocation base which best measures the relative benefits provided
to each function. The groupings are classified within the two broad categories:
"Facilities" and "Administration,” as described in subparagraph C.3. The
indirect cost pools are defined as follows:

(1) Depreciation and use allowances. The expenses under this
heading are the portion of the costs of the organization's buildings, capital
improvements to land and buildings, and equipment which are computed in
accordance with paragraph 11 of Attachment B ("Depreciation and use
aliowances").
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{2: Interest. Interest on debt associated with certain
buildings. equipment and capizal iTprovements are computed in accordance with

-

paragraph 23 of Attachrment B “Interest™;.

{3 Cperatisr and ma:intenance expenses. The expenses under
this heading are those zha: have oeen incurred for the admimistration,
operation, maintenance, preserva:ion, znd protect.on of the organization's
physical plant. They :nclude expenses normally incurred for such items as:
janitorial. and utility services; repairs and ordirnary or mormal alterations of
buildings, furniture and equipmenz; care cf grounds; maintenance and operation
of buildings and other pilant facilities; secur:ty: earthquake and disaster
preparedness; environmenzil safety: hazardous waste disposal: property,
liability and otkher insurance relating to property: space and capital leasing:;
facility planning and managemen:; and, central receiving. The operation and
maintenance expenses category shall alisc include .ts allocable share of fringe
benefit costs, deprec.az:on and use allowances, and interest Costs.

(4) General administration and general expenses. The expenses
under this heading are -hose thatr have been incurred for the overall general
executive and administrative gffices of the crgan:zation and other expenses of a
general nature which do nc: relate solely to any major function of the
organization. This category shall alsc :nclude :ts allocable share of fringe
benefit costs, operation and maintenarce expense, depreciation and use
allowances, and i1nterest costs. Examp.es of this category include central
offices, such as the d.rector's cifice, the office cf finance, business
services, budget and t.anning, personnel, safery and risk management, general
counsel, management :nfcrrat:ion systems, and library costs.

In developing this cos: pcol, spec:a. care should be exercised to ensure that
costs incurred for the same purpcse irn l:ke circumstances are treated
consistently as erther d:rect or :ndirect costs. For example, salaries of
technical staff. project supplies, prc-ect publication, telephomne toll charges,
computer COStS, travel costs, and specialized services costs shall be treated as
direct costs wherever :dent:f:rable to a particular program. The salaries and
wages of administrative and poo.ed clerical staff should normally be treated as
indirect costs. Direct charging of these costs may be appropriate where a major
project or activity exgl:icitly requires and budgets for administrative or
clerical services and other :ndiv:duals :nvolved can be identified with the
program or activity. Iters such as cff:ce supplies, postage, local telephone
costs, periodicals and ~erberships should rnormaily be treated as indirect costs.

c. Allocat:on bases. Actual conditions shall be taken into account
in selecting the base >3 be used in allocating the expenses in each grouping to
benefitting functions. The essentia. consideraticn in selecting a method or a
base is that it is the c-ne best sulted for assigning the pool of costs to cost
objectives in accordance with benefits derived: a traceable cause and effect
relationship; or log:c and reascn, where ne:ther the cause nor the effect of the
relationship is determinable. When an ailoca:tion car be made by assignment of a
cost grouping directly =z the funct.on benefi:ed, the allocation shall be made
in that manner. When :Ine expenses :n a Cost grouping are more general in nature,
the allocation shall be made through the use of a selected base which produces
results that are equ:zaz.e to 5oz the Federa. Government and the organization.
The distribution shal. oe made :n accordance w.th the bases described Lerein
unless 1t can be dexcrisirazed zha: the .ise cf a c.fferert base would result irn a
more equitable allocaz.5m 2f the costs, or tha:t a more readily available base
would not increase the =3sts charced o sponsored awards. The resuits of
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special cost studies (such as an engineering utility study) shall not be used to
determine and allocate the indirect costs to sponsored awards.

(1) Depreciation and use allowances. Depreciation and use
allowances expenses shall be allocated in the following manner:

(a) Depreciation or use allowances on buildings used
exclusively in the conduct of a single function, and on capital improvements and
equipment used in such buildings, shall be assigned to that function.

(b) Depreciation or use allowances on buildings used for
more than ‘one function, and on capital improvements and equipment used in such
buildings, shall be allocated to the individual functions performed in each
building on the basis of usable square feet of space, excluding common areas,
such as hallways, stairwells, and restrooms.

(c) Depreciation or use allowances on buildings, capital
improvements and equipment related space (e.g., individual rooms, and
laboratories) used jointly by more than one function (as determined by the users
of the space) shall be treated as follows. The cost of each jointly used unit
of space shall be allocated to the benefitting functions on the basis of:

(1) the employees and other users on a full-time
equivalent (FTE) basis or salaries and wages of those individual functions
benefitting from the use of that space; or

(ii) organization-wide employee FTEs or salaries
and wages applicable to the benefitting functions of the organization.

(d) Depreciation or use allowances on certain capital
improvements to land, such as paved parking areas, fences, sidewalks, and the
like, not included in the cost of buildings, shall be allocated to user
categories on a FTE basis and distributed to major functions in proportion to
the salaries and wages of all employees applicable to the functions.

(2) Interest. Interest costs shall be allocated in the same
manner as the depreciation or use allowances on the buildings, equipment and
capital equipments to which the interest relates.

(3) Operation and maintenance expenses. Operation and
maintenance expenses shall be allocated in the same manner as the depreciation
" and use allowances.

(4) General administration and general expenses. General
administration and general expenses shall be allocated to benefitting functions
based on modified total direct costs (MTDC), as described in subparagraph D.3.f.
The expenses included in this category could be grouped first according to major
functions of the organization to which they render services or provide benefits.
The aggregate expenses of each group shall then be allocated to benefitting
functions based on MTDC.

d. Order of distribution.

(1) Indirect cost categories consisting of depreciation and
use allowances, interest, operation and maintenance, and general administration
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and general expenses sha.i be ailocated :in that crder to the remaining indirect
cost categories as wei. as g the major functions cf the organization. Other
cost categories could be aliocazed .n t-ne crder cetermuned to be most
appropriate by the organ:zat:on. When crcss allocation of costs is made as
provided :n subparagraph .21, =h:s order cf alliocation does not apply.

(2] Normally, an :ndirect cost category will be considered
closed once it has been a..ocated o otaer cost cbjectives, and costs shall not
be subsequently allocazed o :t. Howevar, a crcss allocation of costs between
Two Or more indirect ccsts categcories cou.d pe used :f such allocation will
result in a more equitable allocaz:on of costs. If a cross allocation is used,
an appropriate modificat:on tc the compos::t:on cf the indirect cost categories
18 reguired.

e. Applicat:3n of .nd:irect cost rate or rates. Except where a
speciral indirect cost rate{s! is requira¢ .n acccrdance with subparagraph D.S,
the separate groupings of indirec: cos:ts a.iccated to each major function shall
be aggregated and treatecd as a commor. pac. fcr that function. The costs in the
common pool shall then be distribuzed t5> individual awards included im that
function by use of a single ind.rect cost rate.

f. Distribution kas:s. Ind:rect ccsts shall be distributed to
applicable sponsored awards and cther benef:tting activities within each major
funct:on oz the basis of MTDC. MTCZC cons.sts of all salaries and wages, fringe
benefits, materials and suppl.es servi-es, travel, and subgrants and

subcontracts up to the first 5$25.550 o each subgrant or subcontract (regardless
of the period covered by -he subgrant or subcontrac:.. Equipment, capital
expenditures, charges for patien: care, rental costs and the portion in excess
of $25,000 shall be exciuded from MTDC. Participant support costs shall
gereralily be excluded from MTDC. Other :tems may only be excluded when the
Federal cost cognizan: agency de-erm.nes that an exclusion is necessary to avoid
a seriocus inequity in the distriburion of .ndirect costs.

g. Individual Rate Components. An indirect cost rate shall be
determined for each separate ind:rect ccst pool developed. The rate in each
case shall be stated as the percenmtage which the amount of the particular
indirect cost pool is of zhe d:istribut:cn base :dentified with that pool. REach
indirect cost rate negoz:ation or determ:iration agreement shall include
development of the rate for each :ndi.rect c©sst pocl as well as the overall
:ndirect cost rate. The indirec:t cost pocis shall be classified within two
broad categories: *Fac:lit:es® and "Ad— _nis:tration." as described in
subparagraph C.3.

4. Direct allccaz:on mechod.

a. Some non-profic organizaticns treat zll costs as direct costs
excep= general administraz:on and cenera. expenses. These organizations
generally separate the:r costs into three ua51c categeories: (i) General
administration and genera: expenses, (:i:: ndrais:ng, and (iii) other direct
functions | including prc-ects perfcrmed u"de' Federal awards). Joint costs,
such as depreciation, renta: costs, operac.on and maintenance of facilities,
telephone expenses, ar3 the l1:<e :zre prorated -nd:vidually as direc: costs to
each category and to each award cr other act:ivity using a base most appropriate
to the particular cost be.ng grorated

b. This me:thsd 1s acceptacie, provided each joint cost is prorated
usi1ng a base which accurately measures the bpenei:ts provided to each award or
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other activity. The bases must be established in accordance with reasonable
criteria, and be supported by current data. This method is compatible with the
Standards of Accounting and Financial Reporting for Voluntary Health and Welfare
Organizations issued jointly by the National Health Council, Inc., the National
Assembly of Voluntary Health and Social Welfare Organizations, and the United
Way of America.

c. Under this method, indirect costs consist exclusively of general
administration and general expenses. In all other respects, the organization's
indirect cost rates shall be computed in the same manner as that described in
subparagraph 2.

5. Special indirect cost rates. 1In some instances, a single indirect
cost rate for all activities of an organization or for each major function of
the organization may not be appropriate, since it would not take into account
those different factors which may substantially affect the indirect costs
applicable to a particular segment of work. For this purpose, a particular
segment of work may be that performed under a single award or it may consist of
work under a group of awards performed in a common environment. These factors
may include the physical location of the work, the level of administrative
support required, the nature of the facilities or other resources employed, the
scientific disciplines or technical skills involved, the organizational
arrangements used, or any combination thereof. When a particular segment of
work is performed in an environment which appears to generate a significantly
different level of indirect costs, provisions should be made for a separate
indirect cost pool applicable to such work. The separate indirect cost pool
should be developed during the course of the regular allocation process, and the
separate indirect cost rate resulting therefrom should be used, provided it is
determined that (i) the rate differs significantly from that which would have
been obtained under subparagraphs 2, 3, and 4, and (ii) the volume of work to
which the rate would apply is material.

E. Negotiation and Approval of Indirect Cost Rates

1. Definitions. As used in this section, the following terms have the
meanings set
forth below:

a. Cognizant agency means the Federal agency responsible for
negotiating and approving indirect cost rates for a non-profit organization on
behalf of all Federal agencies.

b. Predetermined rate means an indirect cost rate, applicable to a
specified current or future period, usually the organization's- fiscal year. The
rate is based on an estimate of the costs to be incurred during the period. A
predetermined rate is not subject to adjustment.

c. Fixed rate means an indirect cost rate which has the same
characteristics as a predetermined rate, except that the difference between the
estimated costs and the actual costs of the period covered by the rate is
carried forward as an adjustment to the rate computation of a subsequent period.

d. Final rate means an indirect cost rate applicable to a specified

past period which is based on the actual costs of the period. A final rate is
not subject to adjustment.
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e. Provisionai rate or Ci.1ing rate means a temporary indirect cost

reimbursement, and repor:ing .nd.rect costs on awards pending the establishment
of a fircal rate for the per:od.

£. 1Indirect cost proocsal means the documentation prepared by an
organization to substantiate :1ts cla:im Ior the reimbursement of indirect costs.
This proposal provides thne basis for the review and negotiation leading to the
egtablishment of an crganizatiorn's .nd:rect cost rate.

g. Cost objective means
contracz, grant, or other work unit f
wvhich provision 1s made to accurmiate
projects, jobs and capitaiized praject

function, organizational subdivision,
r which cost data are desired and for
and measure the cost of processes,
s

a
~
o

2. Negotiation and approval of ra:tes.

a. Unless different arrangements are agreed to by the agencies
concerned, the Federai agency w:th the largest dollar value of awards with an
organization will be des:gnated as the cognizant agency for the negotiation and
approval of the indirect cost rates and, where necessary, other rates such as
fringe benefit and computer charge-out rates. Once an agency is assigned
cognizance for a particular non-profit srganization, the assignment will not be
changed unless there :s a major long-terw shift in the dollar volume of the
Federal awards to the corgan:zat:on. A1l concerned Federal agencies shall be
given the opportunity =o partic.pate :n the negotiation process but, after a
rate has been agreed upon, :t w::l pDe accepted by all Federal agencies. When a
Federal agency has reason to bei.eve tha:t special operating factors affecting
its awards necessitate special :ndirect zcs:t rates in accordarce with
subparagraph D.S, it will, prior o the t.me the rates are negotiated, notify
the cognizant agency.

b. A non-profit organizat:cn which has not previously established
an indirect cost rate with a fFederal agencv shall submit its initial indirect
cost proposal immediately after the orcanization is advised that an award will
be made and, 1n no event, later :thar itree months after the effective date of
the award.

c. Organ:izat:ons that have previously established indirect cost
rates must subnit a new 1ndirec: cost gropcsal to the cognizant agency within
six months after the clsse of each f.scal vear.

d. A predetermined rate mey be negotiated for use on awards where
there is reasonable ass:rance, based cr past experience and reliable projection
of the organ:ization's costs, that the rate .s not likely to exceed a rate based
on the organization's actual costs.

e. Fixed rates may be negct:ated where predetermined rates are not
considered appropriate. A f_xed rate, however, shall not be negotiated if (i)
all or a substant:al porrtion of the orcan:zatTicrn's awards are expected to expire
before the carry-forwaré adjus:imer: car b2 made; (ii) the mix of Federal and
non-Federal work at the srgan:zat:cn s 20 erratic to permit an equitable
carry-forward adjustmenz; or :::: the orcan.zation's operations fluctuate
significantly from year to year.

c

f. Provisiona: and fi1nal ra: hall be negotiated where neither
predetermined nor fixed rates are apcroprioate.

M
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g. The results of each negotiation shall be formalized in a written
agreement between the cognizant agency and the non-profit organization. The

cognizant agency shall distribute copies of the agreement to all concerned
Federal agencies.

h. 1If a dispute arises in a negotiation of an indirect cost rate
between the cognizant agency and the non-profit organization, the dispute shall
" be resolved in accordance with the appeals procedures of the cognizant agency.

i. To the extent that problems are encountered among the Federal

agencies in connection with the negotiation and approval process, OMB will lend
assistance as required to resolve such problems in a timely manner.
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Circular No. A-122
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ATTACHMENT B

Circular No. A-122
SELECTED ITEMS OF COST
Paragraphs 1 through S3 provide principles 2 be applied in establishing the
allowability of certain .tems of cost. These pri:nc:ples apply whether a cost is
treated as direct or :nd:rect. Failure tc ment:on a particular item of cost is
not intended to imply that it 1s unaliowable; rather, determination as to
allowability in each case should be based orn the treatment or principles
provided for similar or related items of cost.

1. Advertising and public relations cos:s.

a. The term adver:ising costs meens the ccsts of advertising media and
corollary admin:istrative costs. Advertis:ng med:a2 include magazines,
newspapers, radic ani -elevision, direct —a.l, exh:ibits, electronic or computer
cransmittals, and the like.

b. The term publ.c relat:ons includes comrunity relations and means those
acrivities dedicated to mainta:ning the irage cf the non-profit organization or
maintaining or promot:ng urderstanding and favcrable relatiomns with the
community or public at large or any secment 5f the publiec.

c. The only allowabie advertisinc ccsts are those which are solely for:

{1} The recriitment of perscnne. requ:red for the performance by the
non-profit organizat:i:on =f obligations ar.s:ng under a Federal award (See also
Actachment B, paragraphk 41, Recruiting cos:ts, and paragraph 42, Relocation
costs) ;

{2} The procuremen: of gocds and services for the performance of a
Federal award;

(3) The disposal of scrap cr surp.us materials acquired in the
performance of a Federa. award except wher ncrn-profit organizations are
reimbursed for disposal costs at a preceterm:inec amount; Or

(4) Other specific purposes necessary o meet the requirements of
the Pederal award.

d. The only allowable publ:c relat::cns ccs:is are:
{1} Costs specif:cally recu.rei by the Federal award:
(2} Costs of communicating with the public and press pertaining to

awards (these ccsts are considered necessary as cart cf the ocutreach effort for
the Federal award;; or

(3} Costs c¢f -onduciing genera. .:3i1son with news media and
government public re.az:ons officers, 2 the extent that such activities are
iimited to communicat:.c and l:i:a:son rnecessarvy xeec the public infcrmed on
ratters of public concerT., such as not:ces -f{ Fesderal contract/grant awards,
f:nancial matters, ec:.



e. Costs identified in subparagraphs c and d if incurred for more than
one Federal award or for both sponsored work and other work of the non-profit
organization, are allowable to the extent that the principles in Attachment 2,
paragraphs B. (“Direct Costs”) and C. (“Indirect Costs”) are observed.

f. Unallowable advertising and public relations costs include the
following:

(1) All advertising and public relations costs other than as
specified in subparagraphs c, d, and e;

(2) Costs of meetings, conventions, convocations, or other events
related to other activities of the non-profit organization, including:

(a) Costs of displays, demonstrations, and exhibits;

(b) Costs of meeting rooms, hospitality suites, and other
special facilities used in conjunction with shows and other special events; and

(c) Ssalaries and wages of employees engaged in setting up and
displaying exhibits, making demonstrations, and providing briefings;

(3) Costs of promotional items and memorabilia, including models,
gifts, and souvenirs;

(4) Costs of advertising and public relations designed solely to
promote the non-profit organization.

2. Advisory Councils

Costs incurred by advisory councils or committees are allowable as a direct cost
where authorized by the Federal awarding agency or as an indirect cost where
allocable to Federal awards.

3. Alcoholic beverages. Costs of alcoholic beverages are unallowable.
4. Audit costs and related services

a The costs of audits required by , and performed in accordance with, the
Single Audit Act, as implemented by Circular A-133, "Audits of States, Local
Governments, and Non-Profit Organizations” are allowable. Also see 31 USC
7505 (b} and section 230 (“Audit Costs”) of Circular A-133.

b. Other audit costs are allowable if included in an indirect cost rate
proposal, or if specifically approved by the awarding agency as a direct cost to
an award.

c. The cost of agreed-upon procedures engagements to monitor subrecipients who

are exempted from A-133 under section 200(d) are allowable, subject to the
conditions listed in A-133, section 230 (b)(2).
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S. Bad debts. Bad detts, :inc:iuding ilcsses ;whether actual or estimated)
arising from uncolleczab.e accounts and cther claims, related collection costs,
and reiated legal cos:ts, are inailowakb.=.

6. Bonding costs.

a. Bonding costs ar.se when the Federal Government requires assurance
against fimancial loss o 1tself cr othars by reason of the act or default of
the non-profit organization. They aris=2 also ir .nstances where the non-profit
organization requires s:milar assurance. .ncluded are such bonds as bid,
performance. payment, advance payment, :nfr:ingement, and fidelity bonds.

b. Costs of bord:nc requ:red pursuant to the terms of the award are
allowable.

c. Costs of bonding required by zhe ron-profit organization in the
general conduct of i1ts operations are allowabie to the extent that such bonding
is in accordance with sound business pracrice and the rates and premiums are
reagsonable under the cir-umstances.

7. Comsmmnication costs. Costs incurrei for teiephcne services, local and long
distance telephone calls, telegrams, postage, messenger, electronic or computer
transmittal services and the l.xe are al owable.

8. Compensation for perscaai services.

a. Definition. Compensatrior for personal services includes all
compensation paid curren:ly or accrued by -he crganization for services of
employees rendered during the per.od of the award (except as otherwise provided
in subparagraph hj. It :ncludes. but 1s rct limr:ted to, salaries, wages,
director's and execut:ve comr.itee member's fees, incentive awards, fringe
benefits, pension plan ccsts, allowances fcr off-s:ite pay, incentive pay,
location allowances, hardship pay. and cos- of l:ving differentials.

b. Allowability. ZExcept as ctherwise specifically provided ir this
paragraph, the costs of such cormpensat.on are allowable to the extent that:

{1] Total ¢ nsazion to -.ndividual employees is reasonable for the
services rendered and conforms to the established policy of the organization
consistently applied to bocz Federal and rcn-Federal activities; and

{2y Charges -5 awards whether -reated as direct or indirect costs
are determined and su rzed as required in this paragraph.

C¢. Reasonablieness.

(1] When the organizaricn is predominantly engaged in activities
other than those sponsared by the Federa! Sovernment, compensation for employees
on federally-sponsored wcrk wi.. be considered reasonabie to the extent that it
18 comsistent with ctha: pa:d fc-r similar worx :n the organization's other
activities.

"
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compensation for employees on federally-sponsored work will be considered
reasonable to the extent that it is comparable to that paid for similar work in
the labor markets in which the organization competes for the kind of employees
involved.

d. Special considerations in determining allowability. Certain
conditions require special consideration and possible limitations in determining
costs under Federal awards where amounts or types of compensation appear
unreasonable. Among such conditions are the following:

(1) Compensation to members of non-profit organizations, trustees,
directors, associates, officers, or the immediate families thereof.
Determination should be made that such compensation is reasonable for the actual
personal services rendered rather than a distribution of earnings in excess of
costs.

(2) Any change in an organization's compensation policy resulting in
a substantial increase in the organization's level of compensation, particularly
when it was concurrent with an increase in the ratio of Federal awards to other
activities of the organization or any change in the treatment of allowability of
specific types of compensation due to changes in Federal policy.

e. Unallowable costs. Costs which are unallowable under other paragraphs
of this Attachment shall not be allowable under this paragraph solely on the
basis that they constitute personal compensation.

f. Overtime, extra-pay shift, and multi-shift premiums. Premiums for
overtime, extra-pay shifts, and multi-shift work are allowable only with the
prior approval of the awarding agency except:

(1). when necessary to cope with emergencies, such as those resulting
from accidents, natural disasters, breakdowns of equipment, or occasional
operational bottlenecks of a sporadic nature.

(2) When employees are performing indirect functions, such as
administration, wmaintenance, or accounting.

(3) In the performance of tests, laboratory procedures, or other
similar operations which are continuous in nature and cannot reasonably be
interrupted or otherwise completed.

(4) When lower overall cost to the Federal Government will result.
g. Fringe benefits.

(1) Fringe benefits in the form of regular compensation paid to
employees during periods of authorized absences from the job, such as vacation
leave, sick leave, military leave, and the like, are allowable, provided such
costs are absorbed by all organization activities in proportion to the relative
amount of time or effort actually devoted to each.

(2) Fringe benefits in the form of employer contributions or
expenses for social security, employee insurance, workmen's ¢ompensation
insurance, pension plan costs (see subparagraph h), and the like, are allowable,
provided such benefits are granted in accordance with established written
organization policies. Such benefits whether treated as indirect costs or as
direct costs, shall be distributed to particular awards and other activities in

.
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a manner consistent wi-h -he pattern of benefits accruing to the individuals or
group of employees whose sa’aries and wages are chargeable to such awards and
other activities.

{(3) {a} Prcvisions for a reserve under a self-insurance program
for unemployment compensa:ion or workers' compensation are allowable to the
extent that the provis:ons represent reascnat:e estimates of the liabilities for
such compensation, and the types of coverage, extent of coverage, and rates and
premiums would have beer ali.owable had _nsurance been purchased to cover the
risks. However, provis:.ons for seif-insured l:ak:lities which do not become
payable for more than cne year after the prov:isicn 1s made shall not exceed the
present value of the l:ab:l:ity.

(b} Wrere an organizat:ion follows a consistent policy of
expensing actual payments zZo. or on behalf z-f, emplovees or former employees for
unemployment compensat:sr or workers' compersation, such payments are allowable
in the year of payment w:-h the prior approva: of the awarding agency, provided
they are allocated to ai: activities of the organization.

(4) Costs of inscurance on the lives of trustees, officers, or other
employees holding positions of similar responsibility are allowable only to the
extent that the insurance represents add:t:onal compensation. The costs of such
insurance when the organ:zat:on is named as beneficiary are unallowable.

k. Organization-f.rnished automob::es. That portion of the cost of
organization-furnished au-omob:.les that relates to personal use by employees
{including transportazion o and from work: is unallowable as fringe benefit or
indirect costs regardless of whether the cost is reported as taxable income to
the employees. These costs are allowab.e as direct costs to sponsored award
when necessary for the performance of the sponscred award and approved by
awarding agencies.

i. Pension plan ccsts.

(1} Costs of the organization's pension plan which are incurred in
accordance with the estarc.:shed policies of the organization are allowable,
provided:

(a) Such policies meer the test cf reasonableness;
{b} Tne mezhods of cost allocat:ion are not discriminatory;

‘c} The cost assigned tc each fiscal year is determined in
accordance with general.y accepzed accourt:ng princ:ples (GAAP), as prescribed
in Accounting Principies Board Opirion Ko. 8 :ssued by the American Institute of
Certi1fied Public Accoun:tants: and

{dl Tre costs assigned tc a given fiscal year are funded for
all plan participants w.:thin six months after the end of that year. However,
increases to normal and past service pension costs caused by a delay in funding
the actuar:al liability beyond 35 days after each quarter of the year to which
such costs are assignab.e :zre unallowak’e.

{2} Pens.orn p.an termination insurance premiums paid pursuant to the

2mployee Retirement Incore Security Act (ERISA; of 1574 (Pub. L. 93-406) are
allowable. Late paymer: c-narges on such premiums are unallowable.
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(3) Excise taxes on accumulated funding deficiencies and other
penalties imposed under ERISA are unallowable.

j. Incentive compensation. Incentive compensation to employees based on
cost reduction, or efficient performance, suggestion awards, safety awards,
etc., are allowable to the extent that the overall compensation is determined to
be reasonable.and such costs are paid or accrued pursuant to an agreement.
entered into in good faith between the organization and the employees before the
services were rendered, or pursuant to an established plan followed by the
organization so consistently as to imply, in effect, an agreement to make such

payment .

k. Severance pay. .
(1) Severance pay, also commonly referred to ds dismissal wages, is
a payment in addition to regular salaries and wages, by organizations to workers
whose employment is being terminated. Costs of severance pay are allowable only
to the extent that in each case, it is required by
(a) law,
(b) employer-employee agreement,
(c) established policy that constitutes, in effect, an implied
agreement on the organization's part, or
(d) circumstances of the particular employment.

{2) Costs of severance payments are divided into two categories as
follows:

(a) Actual normal turnover severance payments shall be
allocated to all activities; or, where the organization provides for a reserve
for normal severances, such method will be acceptable if the charge to current
operations is reasonable in light of payments actually made for normal
severances over a representative past period, and if amounts charged are
allocated to all activities of the organization.

(b) Abnormal or mass severance pay is of such a conjectural
nature that measurement of costs by means of an accrual will not achieve equity
to both parties. Thus, accruals for this purpose are not allowable. However, the
Federal Government recognizes its obligation to participate, to the extent of
its fair share, in any specific payment. Thus, allowability will be considered
on a case-by-case basis in the event or occurrence.

(c) Costs incurred in certain severance pay packages (commonly
known as "a golden parachute" payment) which are in an amount in excess of the
normal severance pay paid by the organization to an employee upon termination of
employment and are paid to the employee contingent upon a change in management
control over, or ownership of, the organization's assets are unallowable.

(d) Severance payments to foreign nationals employed by the
organization outside the United States, to the extent that the amount exceeds
the customary or prevailing practices for the organization in the United States
are unallowable, unless they are necessary for the performance of Federal
programs and approved by awarding agencies. .

(e) Severance payments to foreign nationals employed by the
organization outside the United States due to the termination of the foreign
national as a result of the closing of, or curtailment of activities by, the
organization in that country, are unallowable, unless they are necessary for the
performance of Federal programs and approved by awarding agencies.
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1. Training costs. See paragrapn 45.
m. Support of salaries and wages.

(1} Charges to awards for salaries and wages, whether treated as
direct costs or :ndirec: costs, wi:ll be based on documented payrolls approved by
a responsible official(si of the organ:zat:on. The d:stribution of salaries and
wages to awards must be suppcrted by personnel activity reports, as prescribed
in subparagraph (2}, excep: when a subs::tute system has been approved in
writing by the cognizan: agency. [See suibparagraph £.2 of Attachment A.)

(2) Reports reflecting the distribution of activity of each employee
must be maintained for all staff members iprofessionals and nonprofessionals)
whose compensation is charged. .n whole cr in part, directly to awards. 1In
addition, in order to support the ailocat:on of indirect costs, such reports
must also be maintained for other employees whose work involves two or more
functions or activities 1f a distriburinn of their compensation between such
functions or activities 1s needed :n the determination of the organization's
indirect cost rate(s) (e.g., an employee engaged part-time in indirect cost
activities and part-t:me :n a d:rect function!. Reports maintained by non-
profit organizarions to sat:isfy —hese requirements must meet the fcllowing
standards:

(a) The reports mus:t reflect an after-the-fact determination
of the actual activity of each empioyee. 3udget es:timates (i.e., estimates
determined before the serv.ces are performed) do not qualify as support for
charges to awards.

{b) Eaczh repor:z must account for the total activity for which
employees are compensated and wh:ch :s required in fulfillment of their
obligations to the orgarn.zat:ion.

{c} The repor:s must De signed by the individual employee, or
by a responsible supervisory off.ciai having first hand knowledge of the
activities performed by the emplioyee, that the distribution of activity
represents a reasonable estimaze of the actual worx performed by the employee
during the periods covered by =he repor:s.

{(d) The reports must be prepared at least monthly and must
coincide with one or more pay periods.

(3} Charges for the salaries and wages of nonprofessional employees,
in addition te the supporz:ing dcocumentat:on described in subparagraphs (1) and
{2), must also be suppor:ed by records .nd:icating the total number of hours
worked each day maintained in ccnformance with Department of Labor regulations
implementing the Fair Labcr Standards Act ‘FLSA! '29 CFR Part 516). For this
purpose, the term "nonprofess:onal erployee® shall have the same meaning as
“nonexemp: employee,* under FLSA.

{4) Salar:es and wages of erplovees used in meeting cost sharing or

matching requirements o1 awards rust be supported :n the same manner as salaries
and wages claimed for re.thursemen:c fror awarding agencies.

9. Contingency provisicns. CJcnIriputions to a conlingency reserve Or any
gsimilar provision made fgor events tne occurrence cf which cannot be foretold
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with certainty as to time, intensity, or with an assurance of their happening,
are unallowable.

The term “contingency reserve” excludes self-insurance reserves (see Attachment B,
paragraphs 8.g. (3) and 22.a(2) (d)); pension funds (see paragraph 8.i): and reserves
for normal severance pay (see paragraph 8.k.)

10. Defense and prosecution of criminal and civil proceedings, claims, appeals
and patent infringement.

a. Definitions.

(1) Conviction, as used herein, means a judgment or a conviction of
a criminal offense by any court of competent jurisdiction, whether entered upon
as a verdict or a plea, including a conviction due to a plea of nolo contendere.

(2) Costs include, but are not limited to, administrative and
clerical expenses; the cost of legal services, whether performed by in-house or
private counsel; and the costs of the services of accountants, consultants, or
others retained by the organization to assist it; costs of employees, officers
and trustees, and any similar costs incurred before, during, and after
commencement of a judicial or administrative proceeding that bears a direct
relationship to the proceedings.

{3) Fraud, as used herein, means (i) acts of fraud corruption or
attempts to defraud the Federal Government or to corrupt its agents, {(ii) acts
that constitute a cause for debarment or suspension (as specified in agency
regulations), and (iii) acts which violate the False Claims Act, 31 U.S.C.,
sections 3729-3731, or the Anti-Kickback Act, 41 U.S.C., sections 51 and 54.

(4) Penalty does not include restitution, reimbursement, or
compensatory damages.

(5) Proceeding includes an investigation.

b. (1) Except as otherwise described herein, costs incurred in
connection with any criminal, civil or administrative proceeding (including
filing of a false certification) commenced by the Federal Government, or a
State, local or foreign government, are not allowable if the proceeding: (1)
relates to a violation of, or failure to comply with, a Federal, State,.local or
foreign statute or regulation by the organization (including its agents and
employees), and (2) results in any of the following dispositions:

(a) In a criminal proceeding, a conviction.
(b) In a civil or administrative proceeding involving an
allegation of fraud or similar misconduct, a determination of organizational

liability.

(c) In the case of any civil or administrative proceeding, the
imposition of a monetary penalty.

{(d) A final decision by an appropriate Federal official to
debar or suspend the organization, to rescind or void an award, or to terminate
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an award for defaul: bv r=ascn of a violat.cn or failure to comply with a law or

regulation.

{el A i:spos.ticn by consent cr compromise, if the act:ion
could have resulted 1 any of the disposit:ons descri:bed in (a}), {b), (c} or
{d).

(2) 1f more -nan cne proceeding invclves the same alleged
migconduct, the costs <f all such proceedings shall be unallowable if any one of
them results in one of -re dispocsitions shown in subparagraph b. (i).

c. 1If a proceedirg raferred to in subparagraph b is commenced by the
Federal Govermment and -s resclved by consernt cr compromise pursuant to an
agreement entered intc ov the organizaticn and the Federal Govermment, then the
costs incurred by the crzazization in connection with such proceedings that are
otherwise not allowable .nder subparagraph - may be allowed to the extent
speci1fically provided .- such agreement. i

d. If a proceed:ng referred to in subparagraph b is commenced by a State,
local or foreign government, the authorized Federal official may allow the costs
incurred by the orgar:zazion for such proceedings. if such authorized official
determines that the costs were incurred as a result of (1) a specific term or
condition of a federa..v sponsored award, or (2 specific written direction of
an authorized officia: =f zhe sponsoring agency.

e. Costs incurrei in connection with prcceedings described in
subparagraph b, but wh:z-h: are no: made unailowakble by that subparagraph, may be
allowed by the Federal Scvermment, but only tc the extent tha::

(1) The cos:ts are reasonable i relation to the activities required
to deal with the proceed:ng and the underliying cause of actiom;

(2} Paymen:z cf the costs incurred, as allowable and allocable costs,
is oot prohibited by any staer provision's' of the sponsored award;

(3) The cos:s are no: otherwise recovered from the Federal
Govermpment or a third party, either directly as a result of the proceeding or
otherwise; and,

(4) The percercage of costs allzcwed does not exceed the percentage
determined by an author:zed Federal off_cia. to be appropriate, considering the
complexity of the lit:ga::on. generally accepted principles governing the award
of legal fees 1n civ:! 2acz.ons .nvolving the United States as a party, and such
other factors as may bs agpropriate. Such percentage shall not exceed 80
percent. However, i1f 3ar agreement reached under subparagraph ¢ has explicitly

the full amount of coszs resulz:ng from -ha: agreement shall be allowable.

f. Costs incurre2d Ty =ne organizat:or .n cornection with the defense of
suits brought by its erp.Jvees or ex-emplcyees .nder section 2 of the Major
Fraud Act of 1988 f(Puc. .. 133-7CZ), includ:ng zhe cost cf ail relief necessary
10 make such employee w=-.e, where the organ:zat.cr was found liable or se:tcled,
are unallowable.

g. Costs of lecga.. acccunmting, ard consultant services, and related
costs, incurred in conneztion with deferse agains:t Federal Govermment claims or



appeals, antitrust suits, or the prosecution of claims or appeals against the
Federal Government, are unallowable.

h. Costs of legal, accounting, and consultant services, and related
costs, incurred in connection with patent infringement litigation, are
unallowable unless otherwise provided for in the sponsored awards.

i. Costs which may be unallowable under .this paragraph, including
directly associated costs, shall be segregated and accounted for by the
organization separately. During the pendency of any proceeding covered by
subparagraphs b and £, the Federal Government shall generally withhold payment
of such costs. However, if in the best interests of the Federal Government, the
Federal Government may provide for conditional payment upon provision of
adequate security, or other adequate assurance, and agreements by the
organization to repay all unallowable costs, plus interest, if the costs are
subsequently determined to be unallowable.

11. Depreciation and use allowances.

a. Compensation for the use of buildings, other capital improvements, and
equipment on hand may be made through use allowance or depreciation. However,
except as provided in Attachment B, paragraph £, a combination of the two
methods may not be used in connection with a single class of fixed assets (e.g.,
buildings, office equipment, computer equipment, etc.).

b. The computation of use allowances cor depreciation shall be based on the
acquisition cost of the assets involved. The acquisition cost of an asset
donated to the non-profit organization by a third party shall be its fair market
value at the time of the donation.

c. The computation of use allowances or depreciation will exclude:
(1) The cost of land;

(2) Any portion of the cost of buildings and equipment borne by or
donated by the Federal Government irrespective of where title was originally
vested or where it presently resides; and

(3) Any portion of the cost of buildings and equipment contributed
by or for the non-profit organization in satisfaction of a statutory matching
requirement.

d. Where depreciation method is followed, the period of useful service
(useful life) established in each case for usable capital assets must take into
consideration such factors as type of construction, nature of the equipment
used, technological developments in the particular program area, and the renewal
and replacement policies followed for the individual items or classes of assets
involved. The method of depreciation used to assign the cost of an asset (or
group of assets) to accounting periods shall reflect the pattern of consumption
of the asset during its useful life.

In the absence of clear evidence indicating that the expected consumption of the
asset will be significantly greater or lesser in the early portions of its
useful life than in the later portions, the straight-line method shall be
presumed to be the appropriate method.

Depreciation methods once used shall not be changed unless approved in advance
by the cognizant Federal agency. When the depreciation method is introduced for
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application to assets prev:i:ously subject tc a use allowance, the combination of
use allowances and decrec.az:on applicable tc such assets must not exceed the
tocal acquisition cost St the assets.

e. When the deprec:iatian meth is used for buiidings, a building's shell
may be segregated from each bu:lding ccmpenent :e.g., plumbing system, heating,
and air conditioning syszem, eic.. and each item depreciated over its estimated
useful life; or the erz:re bu:iding (i.e., the shell and all components) may be
treated as a single asse* and depreciated over a s:ng.e useful life.

f. When the deprec:ation merthod is used Ior a particular class of assets,
no depreciation may be allowed on any such assets :that, under subparagraph d,
would be viewed as fu..y Jdepreciated. However, a reasonable use allowance may
be negotiated for such asse:s 1f warrarted after taking into comsideration the
amount of depreciat:sn previsusly charced t¢o the Federal Govermment, the
estimated useful life remala:ng at time of negotia:t:on, the effect of any
increased maintenance crharges or decreasec eff:ciency due to age, and any other
factors pertinent to the ut:l:zat:on of the asset for the purpose contemplated.

g. Where the use allowance method is fcllowed, the use allowance for
buildings and improvemen: {ircliuding land improvements, such as paved parking
areas, fences, and s:dewa.ks, wi.. be computed at an annual rate not exceeding
two percent of acqu:is::ti3n COSt.

The use allowance for equipmen:t will be computec at an annual rate not exceeding
s1x and two-thirds percen: of acquisition cost. When the use allowance method is
used for buildings, the entire tuilding mus:t be treated as a single assetr; the
building's components ‘e.g., piumbing system, heat:ng and air conditioning,
etc.) cannot be segregat=d from zhe buildirng's shell.

The two percent limitation, however, need not be aprlied to equipment which is

merely attached or fastened 5 the bu:lding but nco:t permanently fixed to it and
which is used as furn:sh:ngs or decorations or for specialized purposes (e.q.,

dentist cha:rs and denta. Ireatment units, counters, laboratory benches bolted

to the floor, dishwashers. mcdular furmiture, carpeting, etc.). Such equipment

will be comnsidered as no: being permanently fixed to the building if it can be

removed without the - for costly or extensive a.terations or repairs to the

building or the equipmen>. Egqu:pment that meets these criteria will be subject

to the 6 2/3 percent egu.pmen: use allowance limi.tation.

h. Charges for uszs allcwances or deprecia:z:cn must be supported by
adequate property recards and phys:ical inventories must be taken at least once
every two years {a s-at:stlical sampl:ing basis 1s acceptable) o ensure that
asgets exist and are uisaktle and needed. Wher the depreciation method is
folilowed, adequate deprec.ation reccrds :inc:cating the amount of depreciation
taken each period mus: 3.50 be malntaine

12. Donations and con:zr-ibuTt:ions.

a. Contributions cr donatisns rendered. Ccniributions or donations,
including cash, property. and sers.ces, made 5y tne organization, regardless of
the recipienz, are unal.cwalle.

b. Domated serv.ces rece.ved:
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(1) Donated or volunteer services may be furnished to an
organization by professional and technical personnel, consultants, and other
skilied and unskilled labor. The value of these services is not reimbursable
either as a direct or indirect cost. However, the value of donated services may
be used to meet cost sharing or matching requirements in accordance with the
Common Rule.

{2) The value of donated services utilized in the performance of a
direct cost activity shall, when material in amount, be considered in the
determination of the non-profit organization's indirect costs or rate(s) and,
accordingly, shall be allocated a proportionate share of applicable indirect
costs when the following exist: '

(a) The aggregate value of the services is material;

(b) The services are supported by a significant amount of the
indirect costs incurred by the non-profit organization; and

(c) The direct cost activity is not pursued primarily for the
benefit of the Federal Government.

(3) In those instances where there is no basis for determining the
fair market value of the services rendered, the recipient and the cognizant
agency shall negotiate an appropriate allocation of indirect cost to the
services.

(4) Where donated services directly benefit a project supported by
an award, the indirect costs allocated to the services will be considered as a
part of the total costs of the project. Such indirect costs may be reimbursed
under the award or used to meet cost sharing or matching requirements.

{(5) The value of the donated services may be used to meet cost
sharing or matching requirements under conditions described in Sec.__ .23 of
Circular A-110. Where donated services are treated as indirect costs, indirect
cost rates will separate the value of the donations so that reimbursement will
not be made.

c. Donated goods or space.

(1) Donated goods; i.e., expendable personal property/supplies, and
donated use of space may be furnished to a non-profit organization. The value of
the goods and space is not reimbursable either as a direct or indirect cost.

(2) The value of the donations may be used to meet cost sharing or
matching share requirements under the conditions described in Circular A-110.
Where donations are treated as indirect costs, indirect cost rates will separate
the value of the donations so that reimbursement will not be made.

13. Employee morale, health, and welfare costs.
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a. The costs of emoloyee :1nformat:icn rubl:cations, health or first-aid
clinics and/or infirmar:es, recreationa. act.vities, employee counseling
services, and any other expenses .ncurrad .n accordance with the non-profit
organization's establisted prac:zice or custom for the improvement of working
conditions, employer-erp.cvee relat:icns, ercl.cyee morale, and employee
performance are allowable.

b. Such costs will be equizably apporz:oned o all activities of the non-
profit organization. Income generated from any of these activities will be
credited to the cost therecf unless sucn :ncome has been irrevocably set over to
employee welfare orgar.za:z:6ons.

14. Entertaimment costs. Costs of entzrtainment, including amusement,
diversion, and social ac:zivities and any costs directly associated with such
costs (such as tickets 1o shows or spor:zs events, meals, lodging, rentals,
transportation, and grariities) are unailowable.

1S. Bqguipment and other cap::al expend:itures.
a. Por purposes of this subparagraph, the following definitions apply:

{1} ®"Capitai Expend.tures® mneans expenditures for the acquisition
cost of capital assets ‘equ:pment. bu:ldings, land), or expenditures to make
improvements to capital assets that matar:aily increase their value or useful
life. Acquisition cost vTeans the cost of —he asser including the cost to put it
in place. Acquisition ccst for equipmen:, for example, means the net invoice
price of the equipment, :ncluding the cost cf any modifications, attachments,
accessories, or auxiliary apparatus necessary to make it usable for the purpose
for which it is acquired. Anc:illary charges, such as taxes, duty, protective in
transit insurance, fre:ght. and installat:on may be included in, or excluded
from the acquisition cos: :n acccrdance with the ncn-profit organization's
regular accounting prac:t:ces.

(2) "Bquipment” means an ar-:icle of nonexpendable, tangible personal
property having a useful life o5f more than one vear and an acquisition cost
wkich equals or exceeds :he lesser of zhe capitalization level established by
the non-profit organiza::.on for firancral statement purposes, or $5000.

{3) "Spec.a. purpose equipmenti” means equipment which is used only
for research, medical, scientif:c, or other technical activities. Examples of
special purpose equipmen: :nclude micrcscopes, x-ray machines, surgical
iastruments, and spectrometers.

(4} "Genera. purpose eguipment” means equipment, which is not
limited to research, —edical, sciencific or sther technical activities. Examples
include office equipmen: and f_rm:shings, mcdular offices, telephone networks,
information technology egu:pmen: and systems, a.r conditioning equipment,
reproduc:ion and printing equ:omenz, and mo:icr vehicles.

b. The following ru.es of aliowab:i::v shall apply to equipment and other
capital expenditures:

‘el
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(1) Capital expenditures for general purpose equipment, buildings,
and land are unallowable as direct charges, except where approved in advance by
the awarding agency.

(2) Capital expenditures for special purpose equipment are allowable
as direct costs, provided that items with a unit cost of $5000 or more have the
prior approval of the awarding agency.

(3) Capital expenditures for improvements to land, buildings, or
equipment which materially increase their value or useful life are unallowable
as a direct cost except with the prior approval of the awarding agency.

(4) When approved as a direct charge pursuant to paragraph 15.b. (1},
(2), and (3) above, capital expenditures will be charged in the period in which
the expenditure is incurred, or as otherwise determined appropriate by and
negotiated with the awarding agency.

(5) Equipment and other capital expenditures are unallowable as
indirect costs. However, see Attachment B, paragraph 11., Depreciation and use
allowance, for rules on the allowability of use allowances or depreciation on
buildings, capital improvements, and equipment. Also, see ' Attachment B,
paragraph 43., Rental costs of buildings and equipment, for rules on the
allowability of rental costs for land, buildings, and equipment.

(6} The unamortized portion of any equipment written off as a result
of a change in capitalization levels may be recovered by continuing to claim the
otherwise allowable use allowances or depreciation on the equipment, or by
amortizing the amount to be written off over a period of years negotiated with
the cognizant agency.

16. Fines and penalties. Costs of fines and penalties resulting from
violations of, or failure of the organization to comply with Federal, State, and
local laws and regulations are unallowable except when incurred as a result of
compliance with specific provisions of an award or instructions in writing from
the awarding agency. :

17. Fund raising and investment management costs.

a. Costs of organized fund raising, including financial campaigns,
endowment drives, solicitation of gifts and bequests, and similar expenses
incurred solely to raise capital or obtain contributions are unallowable.

b. Costs of investment counsel and staff and similar expenses incurred
solely to enhance income from investments are unallowable.

c. Fund raising and investment activities shall be allocated an
appropriate share of indirect costs under the conditions described in
subparagraph B.3 of Attachment A.

18. Gains and losses on depreciable assets.
a. (1) Gains and losses on sale, retirement, or other disposition of

depreciable property shall be included in the year in which they occur as
credits or charges to cost grouping(s) in which the depreciation applicable to
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such property was included. The amoun: cf the gain or loss to be included as a
credit or charge tc the appropriia-e cost groupirng(s) shail be the difference
betweer. the amount rezi:zed o1 the proc2riy and the undepreciated basis of the
property.

(2) Gains and losses on the d.sposition of depreciab.e property
shall not be recogn.zec as a separate cred.t or charge under the foliowing
conditions:

{a}! The gain or
nc

s processed through a depreciation
R .
account and is reflec:zed i: T

.o allowable under paragraph 11.

(b} The property 1s givern :n exchange as part of the purchase
price of a similar i1tem and the gain or loss Is taken into account in
determining the deprecia-ion cos: bas:s cf -he new item.

(c] A loss resu.ts from tre failure to maintain permissible
insurance, except as otherwise prov:ded :n Attachment B, paragraph 22.

(d) Compensation for the use of the property was provided
through use allowances 11 iieu of deprec:at:or in accordance with paragraph 9.

(e} Gains and losses arising from mass or extraordinary sales,
retirements, or other dispositions shall be considered on a case-by-case basis.

b. Gains or losses of any nature aris:ng from the sale or exchange of
property other than the croperty coverei :r subparagraph a shall be excluded in

computing award costs.

19. Goods or serv.ces fcr personai: use. Costs of goods or services for
personal use of the crgan:ization's emplovees are unallowable regardless of
whether the cost is reporzed as taxable .ncome to the employees.

20. Housing and personai living expenses.

a. Costs of housing (e.g.. depreciat:on, maintenance, utilities,
furnishings, rent, etc. , housing al.owiances and personal living expenses for/of
the organizatior's off:cers are unallowab.e as fringe benefit or indirect costs
regardiess of whether the cost is repor:ec as :taxable income to the employees.
These costs are allowabie as direct costs Ic sponsored award when necessary for
the performance of the sponsored awaré anc approved by awarding agencies.

b. The term "off:.cers*® includes curren: and past officers and employees.

21. 1Idle facilities and :1dle capac:ty.
a. As used in this secticn the fclicwing terms have the meanings set for:ch
beiow:

{1) *"Pacil:z_es* means :and ard buildings or any portion threrecf,
equipment individually or coiiectively, or any other tangible capital asset,
wherever located, and wnether ownedi or _eased by the non-profit organization.



(2) "Idle facilities" means completely unused facilities that are
excess to the non-profit organization's current needs.

(3) "Idle capacity" means the unused capacity of partially used
facilities. It is the difference between: (a) that which a facility could
achieve under 100 percent operating time on a one-shift basis less operating
interruptions resulting from time lost for repairs, setups, unsatisfactory
materials, and other normal delays; and (b) the extent to which the facility was
actually used to meet demands during the accounting period. A multi-shift basis
should be used if it can be shown that this amount of usage would normally be
expected for the type of facility involved.

(4) "Cost of idle facilities or idle capacity" means costs such as
maintenance, repair, housing, rent, and other related costs, e.g., insurance,
interest, property taxes and depreciation or use allowances.

b. The costs of idle facilities are unallowable except to the extent that:
(1) They are necessary to meet fluctuations in workload; or

(2) Although not necessary to meet fluctuations in workload, they
were necessary when acquired and are now idle because of changes in program
requirements, efforts to achieve more economical operations, reorganization,
termination, or other causes which could not have been reasonably foreseen.
Under the exception stated in this subparagraph, costs of idle facilities are
allowable for a reasonable period of time, ordinarily not to exceed one year,
depending on the initiative taken to use, lease, or dispose of such facilities.

c. The costs of idle capacity are normal costs of doing business and are a
factor in the normal fluctuations of usage or indirect cost rates from period to
period. Such costs are allowable, provided that the capacity is reasonably
anticipated to be necessary or was originally reasonable and is not subject to
reduction or elimination by use on other Federal awards, subletting, renting, or
sale, in accordance with sound business, economic, or security practices.
Widespread idle capacity throughout an entire facility or among a group of
assets having substantially the same function may be considered idle facilities.

22. Insurance and indemnification.

a.  Insurance includes insurance which the organization is required to
carry, or which is approved, under the terms of the award and any other
insurance which the organization maintains in connection with the general
conduct of its operations. This paragraph does not apply to insurance which
represents fringe benefits for employees (see subparagraphs 8.g and 8.i(2)).

(1) Costs of insurance required or approved, and maintained,
pursuant to the award are allowable.

(2) Costs of other insurance maintained by the organization in
connection with the general conduct of its operations are allowable subject to
the following limitations:

(a) Types and extent of coverage shall be in accordance with
sound business practice and the rates and premiums shall be reasonable under the
circumstances.
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{b. Ccsts allowed fcr bus:ress interruption or other similar
insurance shall be iirm:z23 zo exclude coverage of management fees.

{(c’ Costs of insurance cr of anv provisions for a reserve
covering the risk of icss or damage tc Federal property are allowable only to
the extent that the corgan:zation .s liable for such loss or damage.

{d! Frovisions for a reserve under a self-insurance program
are allowable to the extent that types of coverage, extent of coverage, rates,
and premiums would have been allowed had :nsurance been purchased to cover the
risks. However, provis:on for known or reascnably estimated self-insured
liabilities, which do =o: become payakle for mcre than one year after the
provision is made, shal. not exceed the present value of the liability.

{e: Costs of insurance on the l:ves of trustees, officers, or
other employees hold:ing pcs:itions of simii:ar responsibilities are allowable only
to the extent that the ._nsurance represen:ts addit.onal compensation (see
subparagraph 8.g{4)}. The cost of suchk instrance when the organization is
identified as the beneficiary is unallcwable.

(f) Insurance against defects. Costs of insurance with
respect to any costs incurred to correct defects :n the organization's materials
or workmanship are unallowable.

(g} Medical liability /malpracz:ce; insurance. Medical
liability insurance is an allowablie cost cf Federas. research programs only to
the extent that the Federa. research programs -rvolve human subjects or training
of participants in research Zechniques. Medical liability insurance costs shall
be treated as a direc: -cst and shall ke ass:gned o individual projects based
on the manner in which z=e i1nsurer allocates the r:sk to the population covered
by the :1nsurance.

(3] Actual :osses which coulid have been covered by permissible
insurance (through the gurchase of insurance or a self-insurance program) are
unallowable unless expressly provided for :n the award, except:

fa) Costs incurred because of .csses not covered under nominal
deductible insurance coverage provided in keeping with sound business practice
are allowable.

(b: Minor losses not covered by :insurance, such as spoilage,
breakage, and disappearance of suppl:es, wh:ich occur in the ordinary course of
operations, are allowakle.

b. Indemrifica::.cn :includes securing the crgarization against liabilities
to third persons and ary other loss or jamage, not compensated by insurance or
otherw.se. The Pedera. Sovernment .s cbl.gated tc indemnify the organization
only to the extent express.y provided in -he award.

23. Incterest.

a. Costs incurred fsr 1nterest on bcrrowed capitai, temporary use of
endowment funds, or the use of the non-prcfit corganization‘s own funds, however
represented, are unal.cwat.e. However, :nterest orn debt incurred after

September 29, 1995 -: zcquire cr replace capizal assets {including
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renovations, alterations, equipment, land, and capital assets acquired through
capital leases), acquired after September 29, 1995 and used in support of
Federal awards is allowable, provided that:

(1) For facilities acquisitions (excluding renovations and
alterations) costing over $10 million where the Federal Government's
reimbursement is expected to equal or exceed 40 percent of an asset's cost, the
non-profit organization prepares, prior to the acquisition or replacement of the
capital asset(s), a justification that demonstrates the need for the facility in
the conduct of federally-sponsored activities. Upon request, the needs
justification must be provided to the Federal agency with cost cognizance
authority as a prerequisite to the continued allowability of interest on debt
and depreciation related to the facility. The needs justification for the
acquisition of a facility should include, at a minimum, the following:

(a) A statément of purpose and justification for facility
acquisition or replacement

(b) A statement as to why current facilities are not adequate

(c) A statement of planned future use of the facility

(d) A description of the financing agreement to be arranged
for the facility

{(e) A summary of the building contract with estimated cost
information and statement of source and use of funds

(f) A schedule of planned occupancy dates

(2) For facilities costing over $500,000, the non-profit
organization prepares, prior to the acquisition or replacement of the facility,
a lease/purchase analysis in accordance with the provisions of Sec. _ .30
through __.37 of Circular A-110, which shows that a financed purchase or capital
lease is less costly to the organization than other leasing alternatives, on a
net present value basis. Discount rates used should be equal to the non-profit
organization's anticipated interest rates and should be no higher than the fair
market rate available to the non-profit organization from an unrelated ("arm's
length") third-party. The lease/purchase analysis shall include a comparison of
the net present value of the projected total cost comparisons of both
alternatives over the period the asset is expected to be used by the non-profit
organizatien. The cost comparisons associated with purchasing the facility shall
include the estimated purchase price, anticipated operating and maintenance
costs {including property taxes, if applicable) not included in the debt
financing, less any estimated asset salvage value at the end of the period
defined above. The cost comparison for a capital lease shall include the
estimated total lease payments, any estimated bargain purchase option, operating
and maintenance costs, and taxes not included in the capital leasing
arrangement, less any estimated credits due under the lease at the end of the
period defined above. Projected operating lease costs shall be based on the
anticipated cost of leasing comparable facilities at fair market rates under
rental agreements that would be renewed or reestablished over the period defined
above, and any expected maintenance costs and allowable property taxes to be
borne by the non-profit organization directly or as part of the lease
arrangemernt .



{3) The ac-tual :nrerest ccst claimed is predicated upon interest
rates that are no nigher than the fa.r market rate available to the non-profit
organization from an urrelated r~arm's lengtn”: third party.

{4} Investment earnings, irc.ud:ng interest income, on bond or loan
principal, pending paywent of the consiruciion Or acquisition costs, are used to
offset allowable interes:z cost. Arbitrzge earnings reportable to the Intermal
Revenue Service are not requ:ired zo be cffser against allowable interest costs.

{S}) Reimbursements are lim:ted tc the least costly alternmative based
on the total cost analys:s required under subparagraph (b). For example, if an
operating lease is derermined o be less costly than purchasing through debt
financing, then reimbirsement s .:mized o the amount determined if leasing had
been used. In all cases where a _ease/rurchase analysis is performed, Federal
reimbursement shall be based upor the least expensive alternative.

{6) Non-profit organizations are also subject to the following
conditions:

(a) Interest on debt incurred ro finance or refinance assets
acquired before or reacquired after Septerber 29, 1995, is not allowable.

(b} Interest at:ributatle to fully depreciated assets is
unallowable.

{ci For debt arrangem=nts over $1 million, unless the non-
profit organization makes ar initiai eJ:i.ty contribution to the asset purchase
of 25 percent or more, non-prof:t organ:za:ions shall reduce claims for interest
expense by an amount equal to imputed :.arerest earnings on excess cash flow,
which is to be calculated as follows. Annually, non-profit organizations shall
prepare a cumlacive (from the incept:on of the project) report of monthly cash
flows that includes inflows and outf’ows, regardless of the funding source.
Inflows consist of deprec:ation expense. armortization of capitalized
construction interest, and annual inter=2st expense. For cash flow calculations,
the annual inflow figqures shall be div:ded by the number of months in the year
(usually 12]} that the bu:lding is in service for monthly amounts. Outflows
congist of initial equity conzributions debt principal payments (less the pro
rata share attributable Zo the unallowable costs of land) and interest payments.
Where cumulative inflows exceed cumilisz_ve cutflows, interest shail be
calculated on the excess 1nflows for that per:od and be treated as a reduction
to allowable interest expense. The rate of :nterest to be used to compute
earnings on excess cash flows shall be the three month Treasury Bill closing
rate as of the last business day of tsa:t vonth.

(d) Substantial reiccar:on of federally-sponsored activities
from a facility financez2 by indeb:edress, the cost of which was funded in whole
or part throughk Federa. reimbursements, tc ancther facility prior to the
expiration of a period of 20 years requ:res notice to the Federal cognizant
agency. The extent of =he relocat:.on, tre a2mount of the Federal participation in
the financing, and the depreciat:ion and -nterest charged to date may require
negotiation and/or downward adjustments cf replacement space charged to Federal
programs in the future.

(e} The aliowarle costs tc acquire facilities and egquipment
are limited to a fair market value ava:lazle o the non-profit organization from
an unrelated (*arm's lernctn*! th:ird par:yv.

[P9)
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b. For non-profit organizations subject to "full coverage"' under the Cost
Accounting Standards (CAS) as defined at 48 CFR 9903.201, the interest
allowability provisions of subparagraph a do not apply. Instead, these
organizations' sponsored agreements are subject to CAS 414 (48 CFR 9903.414),
cost of money as an element of the cost of facilities capital, and CAS 417 (48
CFR 9903.417), cost of money as an element of the cost of capital assets under
construction.

c. The following definitions are to be used for purposes of this
paragraph: .

(1) Re-acquired assets means assets held by the non-profit

organization prior to September 29, 1995 that have again come to be held by
the organization, whether through repurchase or refinancing. It does not include
assets acquired to replace older assets.

(2) Initial equity contribution means the amount or value of
contributions made by non-profit organizations for the acquisition of the asset
or prior to occupancy of facilities.

(3) Asset costs means the capitalizable costs of an asset, including
construction costs, acquisition costs, and other such costs capitalized in
accordance with GAAP.

24. Labor relations costs. Costs incurred in maintaining satisfactory
relations between the organization and its employees, including costs of labor
management committees, employee publications, and other related activities are
allowable.

25. Lobbying.

a. Notwithstanding other provisions of this Circular, costs associated
with the following activities are unallowable:

(1) Attempts to influence the outcomes of any Federal, State, or
local election, referendum, initiative, or similar procedure, through in kind or
cash contributions, endorsements, publicity, or similar activity;

(2) Establishing, administering, contributing to, or paying the
expenses of a political party, campaign, political action committee, or other
organization established for the purpose of influencing the outcomes of
elections;

(3) Any attempt to influence: (i) The introduction of Federal or
State legislation; or (ii) the enactment or modification of any pending Federal
or State legislation through communication with any membexr or employee of the
Congress or State legislature (including efforts to influence State or local
officials to engage in similar lobbying activity), or with any Government
official or employee in connection with a decision to sign or veto enrolled
legislation;

(4) Any attempt to influence: (i) The introduction of Federal or

State legislation; or (ii) the enactment or modification of any pending Federal
or State legislation by preparing, distributing or using publicity or
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propaganda, or by urging members of the genera. public or any segment thereof to
contribute to or parcic.pate in any mass demcnstration, march, rally,
fundra:xsing drive, lobtv:ng campaign cr .et:er writing or telephone campaign; or

(5] Legisiative liaison activities, 1including attendance at
legislative sess:ons or zom:ttee hear:ings, gather:ng information regarding
legislation, and analyz:ng the effect =f legis.ation, when such activiries are
carried or 1n support cZ or in knowing preparat:on for an effort to engage in
unallowable lobbying.

b. The follow:rg activities are excep:zed from the coverage of

subparagraph a:

{1} Prov:c:ng a tecihnical and factual presentatian of information on
a topic directly relazed 1o the performance of a grant, contract or other
agreement through hear:ng zes:-:mony, statements cr letters to the Congress or a
State legislature, or subdivis:on, member, or cognizant staff member thereof, in
response tc a documented request (including a Congressional Record notice
requesting test_mony Sr statements for the record at a regularly scheduled
hearing) made by the recip:ient member, leg:is.at:ve body or subdivisiom, or a
cognizant stafZ member thereof; provided such infcrmation is readily obtainable
and can be readi:ly pur irn deiiverable form; and further provided that costs
under this section for zravel, lodging or meals are unallowable unless incurred
to offer testimony at a regularly scheduled Congressional hearing pursuanc to a
written request for such presentation made zy the Chairman or Ranking Minority
Member of the Committee or Subcommittee ccnfucting such hearing.

{2! Any .cbby.ng made unallowat.e by subparagraph a(3) to influence
State legislat:on in order o directly reduce the cost, or to avoid material
impairment of the organization's authori:ty -o perform the grant, contract, or

other agreement.

(3! Any activity specifically authorized by statute tc be undertaken
with funds from the granz, contract, or cther agreement.

c. {1} When an organization seeks reimbursement for indirect costs,
total lobbying costs sha.. be separately :dentified in the indirect cost rate

proposal, and thereafter treated as oth2r unallowable activity costs in
accordance with the prscedures ¢f subparagraph B.3 of Attachment A.

(2} Organ.za-..oas shall subrit, as part of the annual indirect cost
rate proposal, a certif.cazion that the regu:rements and standards of this
paragraph have been ccrrl.ed with.

{3; Crgan.za::3ns shall mainta:n adeguate records to demonscrate
that the determinatior sf costs as being a..owable or unallowable pursuant to
paragrap: 25 comp.ies w.:tn the requiremen:s of this Circular.

(4) Time >05gs, calendars, or sirilar records ‘shall not be required
to be created for purposes of complying w::th tinis paragraph during any
particular calendar mon:: when: 1 the erclcyee engages in lobbying (as defined
1n subparagraphs ‘a: ani o . 25 percen: cr .ess of rhe employee's compensated
hours of employwent dur.-ng tha: calendar menth. and (2) within the preceding
five-year period, the organ:zarz:on has not materially misstated allowable or
unallowable costs of any nature. 1nclud:ng ieg.slative lobbying costs. When
conditions (1] and [2' ars mez, drgarizat:ons are not required to establish
records to supsort the allowabl:1iy of cla.v=d costs in addition tc records
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already required or maintained. Also, when conditions (1) and (2) are met, the
absence of time logs, calendars, or similar records will not serve as a basis
for disallowing costs by contesting estimates of lobbying time spent by
employees during a calendar month.

(5) Agencies shall establish procedures for resolving in advance, in
consultation with OMB, any significant questions or disagreements concerning the
interpretation or application of paragraph 25. Any such advance resolution shall
be binding in any subsequent settlements, audits or investigations with respect
to that grant or contract for purposes of interpretation of this Circular;
provided, however, that this shall not be construed to prevent a comtractor or
grantee from contesting the lawfulness of such a determination.

d. Executive lobbying costs. Costs incurred in attempting to
improperly influence either directly or indirectly, an employee or officer of
the Executive Branch of the Federal Government to give consideration or to act
regarding a sponsored agreement or a regulatory matter are unallowable. Improper
influence means any influence that induces or tends to induce a Federal employee
or officer to give consideration or to act regarding a federally-sponsored
agreement or regulatory matter on any basis other than the merits of the matter.

26. Losses on other sponsored agreements or contracts. BAny excess of costs
over income on any award is unallowable as a cost of any other award. This
includes, but is not limited to, the organization's contributed portion by
reason of cost sharing agreements or any under-recoveries through negotiation of
lump sums for, or ceilings on, indirect costs.

27. Maintenance and repair costs. Costs incurred for necessary maintenance,
repair, or upkeep of buildings and equipment (including Federal property unless
otherwise provided for) which neither add to the permanent value of the property
nor appreciably prolong its intended life, but keep it in an efficient operating
condition, are allowable. Costs incurred for improvements which add to the
permanent value of the buildings and equipment or appreciably prolong their
intended life shall be treated as capital expenditures (see paragraph 15).

28. Materials and supplies costs.

a. Costs incurred for materials, supplies, and fabricated parts necessary
to carry out a Federal award are allowable.

b. Purchased materials and supplies shall be charged at their actual
prices, net of applicable credits. Withdrawals from general stores or
stockrooms should be charged at their actual net cost under any recognized
method of pricing inventory withdrawals, consistently applied. Incoming
transportation charges are a proper part of materials and supplies costs.

c. Only materials and supplies actually used for the performance of a
Federal award may be charged as direct costs.

d. Where federally-donated or furnished materials are used in performing
the Federal award, such materials will be used without charge.
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29. Meetings and conferences. CTosts cf Teeiings and conferences, the primary
purpose of which is the d:ssemiznazion cf technical information, are allowable.
This includes costs of Tealis, transportat.cn, renta. of facilities, speakers®
fees, and other items :ncidentail to such Teet:ings cor conferemces. But see
Attachment B, paragraphs 14., Enterta:nment cos:ts, and 33., Participant supoort
costs.

30. Membershi:ps, subscr:oprions, and professional activity costs.

a. Costs of the ron-profit organiza:t:on’s membership in business,
technical, and professicrai organ:zaticns are alicwable.

b. Costs of the ~crn-prof:t organization’s subscriptions to business,
professional, and techn:cai per:odicals are allowable.

c. Costs of membership 1n any civic or community organization are
allowable with prior approvai by Federal cognizant agency.

d. Costs of membership in any ccuntry club or social or dining club or
organization are unallcwable.

31. Organization costs. Expenditures, such as incorporation fees, brokers'
fees, fees to promoters. organizers Or management consultants, attorneys,
accountants, Or investment COunse2iors, wnether or not empioyees of the
organization, im connecz.on with establisnment or reorganization of an
organizarion, are unal.owab.e except with prior approval of the awarding agency.

32. Page charges in profess:cral journals. Page charges for professional
journal publications are allowaple as a necessary part of research costs, where:

a. The research papers report work supported by the Federal Government;
and

b. The charges are _evied impartialiy on all research papers published by
the joulmal, whether cr noz by federaliiy-spcnsored authors.

33. Participant suppor: costs. Participant support costs are direct costs for
items such as stipends o5r subsistence allowances, travel allowances, and
registration fees paid *c or on behalf =>f carticipants or trainees (but not
employees) in connection w:th meetings, conferences, symposia, or training
projects. These cos:ts are a._.owable with the prior approval of the awarding

agency.

34. Patent costs.

a. The following c-osts re.ating Lo patent and copyright matters are
allowable: (i} cost of preparing cisclosures, reports, and other documents
required by the Federa! award and of searching the art to the extent necessary
to make such disclosures: !i:;} cos: of preparing documents and any other patent
costs in connection wi::n the fiiing and prosecution of a United States patent
applicat:on where tit.e or royai:y-free _icense is required by the Federal
Government to be conveyed tc tne Federa. Government; and {iii. general
counseling services re.iz:ng =2 patent ancd copvright matrers, such as advice on
patent and copyright laws, regu.at:ons. ci:auses, and employee agreements (but
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gee paragraphs 37., Professional services costs, and 44., Royalties and other
costs for use of patents and copyrights).

b. The following costs related to patent and copyright matter are
unallowable:

(1) Cost of preparing disclosures, reports, and other documents and
of searching the art to the extent necessary to make disclosures not required by
the award

(2) Costs in connection with filing and prosecuting any foreign
patent application, or any United States patent application, where the Federal
award does not require conveying title or a royalty-free license to the Federal
Government (but see paragraph 45., Royalties and other costs for use of patents
and copyrights).

35. Plant and homeland security costs.  Necessary and reasonable expenses
incurred for routine and homeland security to protect facilities, personnel, and
work products are allowable. Such costs include, but are not limited to, wages
and uniforms of personnel engaged in security activities; equipment; barriers;
contractual security services; consultants; etc. Capital expenditures for
homeland and plant security purposes are subject to paragraph 15., Equipment and
other capital expenditures, of this Circular.

36. Pre-agreement costs. Pre-award costs are those incurred prior to the
effective date of the award directly pursuant to the negotiation and in
anticipation of the award where such costs are necessary to comply with the
proposed delivery schedule or period of performance. Such costs are allowable
only to the extent that they would have been allowable if incurred after the
date of the award and only with the written approval of the awarding agency.

37. Professional services costs.

a. Costs of professional and consultant services rendered by persons who
are members of a particular profession or possess a special skill, and who are
not officers or employees of the non-profit organization, are allowable, subject
to subparagraphs b and c¢ when reasonable in relation to the services rendered
and when not contingent upon recovery of the costs from the Federal Government.

In addition, legal and related services are limited under Attachment B,
paragraph 10.

b. In determining the allowability of costs in a particular case, no
single factor or any special combination of factors is necessarily
determinative. However, the following factors are relevant:

(1) The nature and scope of the service rendered in relation to the
service required.

(2) The necessity of contracting for the service, considering the
non-profit organization's capability in the particular area.

(3) The past pattern of such costs, particularly in the years prior
to Federal awards.
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(4) The 1impact of Federal zwards on the non-profit organization’'s
business (i.e., what new problers have ar:.sen).

{S} Whether the proport:on of Federal work to the non-profit
organization's total bus:iress :s such zs :c influence the non-profit
organization in favor zf incurr:ng the cost, particularly where the services
rendered are not of a continuing nature ard have l:ttle relationship to work
under Federal grants andé contracts.

(6) Whether the service car be performed more economically by direct
employment rather than corntracting.

(7) The qual:ificarions of the :ndividual or concern rendering the
service and the customary fees charged, especiallv on non-Federal awards.

{8} Adequacy of the ccntraciua:l agreement for the service (e.g.,
description of the service, estimate cf ::me requ.red, rate of compensation, and
termination provisions) .

c. In addition =zc the factors ir subparagraph b, retainer fees to be
allowable must be supported by evidence of bona f:de services available or
rendered

38. Publication and princing costs.

a. Publication coszts include the costs of printing (including the
processes of composition, plate-making, press work, binding, and the end
products produced by such processes), Z:istr:bution, promotion, mailing, and
general handling. Publ:cation costs also :nclude page charges in professional
publications.

b. If these costs are not 1dentifiablie with a particular cost objective,
they should be allocatecd as indirec: ccsts to all benefiting activities of the
non-profit organization.

c. Page charges for professional journal publications are allowable as a
necessary part of research costs where:

{1] The research papers report work supported by the Federal
Goverpment : and

{2} The charges are ievied 1mrartially on all research papers
published by the jourma., whether cr nct ty federa:ly-sponsored auttors.

39. Rearrangement and alteraticn costs. Costs irncurred for ordinary or normal
rearrangement and altasrat:on 29I facilities are aliowable. Special arrangement
and alteratiom costs incurred specificallv for the project are allowable with
the pricr approval of tne award:ng agerncy.

40. Reconversion cos:-s. Costs i1ncurred . the restoration or rehabilitation of
the non-profit organ.zaz:on's fac:lities tc approx:mately the same cordit:ion
existing immediately gr:cr to commencemarz cf Pederal awards, less costs related
to normal wear and tear, are a_licwable.



41. Recruiting costs.

a. Subject to subparagraphs b, ¢, and d, and provided that the size of
the staff recruited and maintained is in keeping with workload requirements,
costs of "help wanted" advertising, operating costs of an employment office
necessary to secure and maintain an adequate staff, costs of operating an
aptitude and educational testing program, travel costs of employees while
engaged in recruiting personnel, travel costs of applicants for interviews for
prospective employment, and relocation costs incurred incident to recruitment of
new employees, are allowable to the extent that such costs are incurred pursuant
to a well-managed recruitment program. Where the organization uses employment
agencies, costs that are not in excess of standard commercial rates for such
gservices are allowable.

b. 1In publications, costs of help wanted advertising that includes color,
includes advertising material for other than recruitment purposes, or is
excessive in size (taking into consideration recruitment purposes for which
intended and normal organizational practices in this respect), are unallowable.

c. Costs of help wanted advertising, special emoluments, fringe benefits,
and salary allowances incurred to attract professional personnel from other
organizations that do not meet the test of reasonableness or do not conform with
the established practices of the organization, are unallowable.

d. Where relocation costs incurred incident to recruitment of a new
employee have been allowed either as an allocable direct or indirect cost, and
the newly hired employee resigns for reasons within his control within twelve
months after being hired, the organization will be required to refund or credit
such relocation costs to the Federal Government.

42. Relocation costs.

a. Relocation costs are costs incident to the permanent change of duty
assignment (for an indefinite period or for a stated period of not less than 12
months) of an existing employee or upon recruitment of a new employee.
Relocation costs are allowable, subject to the limitation described in
subparagraphs b, ¢, and d, provided that:

(1) The move is for the benefit of the employer.

(2) Reimbursement to the employee is in accordance with an
established written policy consistently followed by the employer.

(3) The reimbursement does not exceed the employee's actual (or
reasonably estimated) expenses.

b. Allowable relocation costs for current employees are limited to the
following:

(1) The costs of transportation of the employee, members of his
immediate family and his household, and personal effects to the new location.
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{2} The costs of f:inding a new rome, such as advance trips by
employees and spouses to locate l:virng Juarters and temporary lodging during the
transition period, up o Taximum perod of 30 days, including advance trip time.

{3} Closing costs, such as orckerage, iegal, and appraisal fees,
incident to the disposizion of the emp.cyee's former home. These costs, together
with those described in 4., are l:mited tc 8 percernt of the sales price of the
employee's former home.

{4] The continuing costs of cwnership of the vacant former home
after the settlement or lease date of tne emp._.oyee's new permanent home, such as
maintenance of buildirgs and grounds .exclusi.ve of fixing up expenses),
utilities, taxes, and property insurancs.

'S} Other necessary and reascrnatle expenses normally incident to
relocation, such as the costs of cancel:ing an unexpired lease, disconnecting and
reinstalling household appliances, and purchasing :insurance against loss of or
damages to personal property. The cost of cancel:ng an unexpired lease is
limited to three times the monthly rental.

c. Allowable relocation costs for new employees are limited to those
described in (1] and (2) of subparagraph t. When relocation costs incurred
incident tc the recruitment of new emplovees have been allowed either as a
direct or indirect cost and the employe= resigns for reasons within his control
within 12 months after h:re, the organ:izat:cn shall refund or credit the Federal
Government for its share of zhe ccst. =owever, the costs of travel to an
overseas location shall be cons:dered :ravel costs in accordance with paragraph
50 and not relocation costs fcr the purpcse of this paragraph if dependents are
not permitted at the locarion fosr any resason and the costs do not include costs
of transporting household goods.

d. The following costs related t: relocation are unallowable:
{1, Fees and other costs assoc:ated with acquiring a new home.
{2, A loss cn the sale of a former home.

{3] Continuing mortgage princ:pal and interest payments on a home
being sold.

{4) Income taxes paid by an emclicvee ra’lated to reimbursed
relocation costs.

43. Renta. costs of buiidings and equipmen:.

a. Subject o the iimitat:ons descrirted in subparagraphks b. through d. of
this paragraph 43, renta. ccsts are allowat.e to the extent that the rates are
reasonable in light of such factors as: rental cos:ts of comparable property, if
any; market concitions i1n the area; altermatives available; and, the type, life
expectancy, condition, and vaiue 2f the prcperty leased. Rental arrangements
should be reviewed period:cally to determ:ne .f c.rcumstances have changed and
other options are available.

b. Rental costs under *sale and lease cack” arrangements are allowable
only up to the amount tha: would be allowed nad the non-profit organization



continued to own the property. This amount would include expenses such as
depreciation or use allowance, maintenance, taxes, and insurance.

c. Rental costs under "less-than-arms-length" leases are allowable only up
to the amount (as explained in subparagraph b. of this paragraph 43.) that would
be allowed had title to the property vested in the non-profit organization. For
this purpose, a less-than-arms-length lease is one under which one party to the
lease agreement is able to control or substantially influence the actions of the
other. Such leases include, but are not limited to those between (i) divisions
of a non-profit organization;  (ii) non-profit organizations under common control
through common officers, directors, or members; and (iii) a non-profit
organization and a director, trustee, officer, or key employee of the non-profit
organization or his immediate family, either directly or through corporations,
trusts, or similar arrangements in which they hold a controlling interest. For
example, a non-profit organization may establish a separate corporation for the
sole purpose of owning property and leasing it back to the non-profit
organization.

d. Rental costs under leases which are required to be treated as capital
leases under GAAP are allowable only up to the amount (as explained in
subparagraph b} that would be allowed had the non-profit organization purchased
the property on the date the lease agreement was executed. The provisions of
Financial Accounting Standards Board Statement 13, Accounting for Leases, shall
be used to determine whether a lease is a capital lease. Interest costs related
to capital leases are allowable to the extent they meet the criteria in
subparagraph 23. Unallowable costs include amounts paid for profit, management
fees, and taxes that would not have been incurred had the non-profit
organization purchased the facility.

44. Royalties and other costs for use of patents and copyrights.

a. Royalties on a patent or copyright or amortization of the cost of
acquiring by purchase a copyright, patent, or rights thereto, necessary for the
proper performance of the award are allowable unless:

(1) The Federal Government has a license or the right to free use of
the patent or copyright.

{2) The patent or copyright has been adjudicated to be invalid, or
has been administratively determined to be invalid.

(3) The patent or copyright is considered to be unenforceable.
(4) The patent or copyright is expired.

b. Special care should be exercised in determining reasonableness where
the royalties may have arrived at as a result of less-than-arm's-length
bargaining, e.g.: :

L4
(1) Royalties paid to persons, including corporations, affiliated
with the non-profit organization.

(2) Royalties paid to unaffiliated parties, including corporations,

under an agreement entered into in contemplation that-a Federal award would be
made.
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(3} Royalties paid under an agreement entered into after an award is
made to a non-profit orgarnizac:ion.

c. In ary case involving a patent cor copyright formeriy owned by the non-
profit organization, the amount of royaltv allowed should not exceed the cost
which would have been allowed had rhe non-profit organization retained title
thereto.

45. Selling and marketing. Zosts of selliing and marketing any products or
services of the non-profi: organization are unallowable (unless allowed under
Attachment B, paragraph 1. as a.lowable public relations cost. However, these
costs are allowable as direct costs, with prior approval by awarding agencies,
when they are necessary for the performar.ce of Federal programs.

46. Specialized service facilities.

a. The costs of services provided ry highly complex or specialized
facilities operated by the non-profit organizaticn, such as computers, wind
tunnels, and reactors are a’lowable, proviced the charges for the services meet
the conditions of either 46 b. or c. and, :n addition, take into account any
items of i1ncome or Federal financirng that cgual:fy as applicable credits under
Attachment A, subparagraph A.5. of this C:.rcular.

b. The costs of suck services, when material, must be charged directly to
applicable awards based on actual usage cf the services on the basis of a
schedule of razes or established methcislogy that 1) does not discriminate
against federally-supported activ:it:es 5f =ze non-profit organization, including
usage by the non-profit organizazion for :=termal purposes, and {ii) is designed
to recover only the aggregate costs of the services. The costs of each service
shall consist normally of bothk izs direc: costs and :1ts allocable share of all
indirect costs. Rates shall be adjusted a: least biennially, and shall take
intc considerat:on over/under appi:ed costs of the previous period(s).

c. Where the costs incurred for a serv:ce are not material, they may be
allocated as indirect costs.

d. Under some extraordirary circumstances, where it is in the best
interest of the Pederal Goverrment and the institurion to establish altermative
costing arrangements, such arrangements may be worked out with the cognizant
Federal agency.

47. Taxes.

a. In gereral, taxes which the organ:zation is required tc pay and which
are paid or accrued in accordance w:ith ZAAZ, and payments made to local
governments in lieu of taxes which are cormmenscrate with the local government
services received are alliowable, excep: for ‘1) taxes from which exemptions are
available to the organization directly c-r which are available to the
organization based on ar exemption afforded the Federal Govermmert and in the
latter case wher the awarding agency maxes ava:lable the necessary exemption
certificazes, [ii] special assessments >n land which represent capital
improvements, and (:i:) Federal income “axes.

()

b. Any refund of zaxes, and any pavrent to the organization of interest
tnerecn, which were allowed as award ccsts, wil. be credited either as a cost
reduct:o or cash refund. as appropriaz=2. =c -he Federal Government.
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48. Termination costs applicable to sponsored agreements.

Termination of awards generally gives rise to the incurrence of costs, or the
need for special treatment of costs, which would not have arisen had the Federal
award not been terminated. Cost principles covering these items are set forth
below. They are to be used in conjunction with the other provisions of this
Circular in termination situations.

a. The cost of items reasonably usable on the non-profit organization's
other work shall not be allowable unless the non-profit organization submits
evidence that it would not retain such items at cost without sustaining a loss.
In deciding whether such items are reasonably usable on other work of the non-
profit organization, the awarding agency should consider the non-profit
organization's plans and orders for current and scheduled activity.

Contemporaneous purchases of common items by the non-profit organization shall
be regarded as evidence that such items are reasonably usable on the non-profit
organization's other work. Any acceptance of common items as allocable to the
terminated portion of the Federal award shall be limited to the extent that the
quantities of such items on hand, in transit, and on order are in excess of the
reasonable quantitative requirements of other work.

b. If in a particular case, despite all reasonable efforts by the non-
profit organization, certain costs cannot be discontinued immediately after the
effective date of termination, such costs are generally allowable within the
limitations set forth in this Circular, except that any such costs continuing
after termination due to the negligent or willful failure of the non-profit
organization to discontinue such costs shall be unallowable.

c. Loss of useful value of special tooling, machinery, and is generally
allowable if:

(1) Such special tooling, special machinery, or equipment is not
reasonably capable of use in the other work of the non-profit organization,

(2) The interest of the Federal Government is protected by transfer
of title or by other means deemed appropriate by the awarding agency, and

(3) The loss of useful value for any one terminated Federal award is
limited to that portion of the acquisition cost which bears the same ratio to
the total acquisition cost as the terminated portion of the Federal award bears
to the entire terminated Federal award and other Federal awards for which the
special tooling, special machinery, or equipment was acquired.

d. Rental costs under unexpired leases are generally allowable where
clearly shown to have been reasonably necessary for the performance of the
terminated Federal award less the residual value of such leases, if:

(1) the amount of such rental claimed does not exceed the reasonable
use value of the property leased for the period of the Federal award and such
further period as may be reasonable, and

(2) the non-profit organization makes all reasonable efforts to

terminate, assign, settle, or otherwise reduce the cost of such iease. There
aiso may be included the cost of alterations of such leased property, provided
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such alteracions were necessary for the performarce of the Federal award, and of
reascnable restoration required by the prcvisions of the lease.

e. Sectlement expenses :nc..ding tne following are generally allowable:

{1} Accoun:zing, iegal, clericai, and s.milar costs reasonably
necessary fcr:

(a) The preparation and presentation to the awarding agency of
settlement claims and supporting data with respect to the terminated portion of
the Federal award, unless the terminat:.or .s Zor default (see Subpart _ .61 of
Circular A-I10}; and

(b) The termination anc se:t:tlement of subawards.

{2) Reasocrnable costs for the s:zorage, transportation, protection,
and disposition of property provided by the Federal Government or acquired or
produced for the FPederal award, except when grartees Or coniractors are
reimbursed for disposals at a predeterm:ned amcunt in accordance with Subparts
__-32 through __ .37 of Circular A-110.

+3) Indirect costs related zc salaries and wages iacurred as
settlement expenses in subparagraphs (. and '2;. Normally, such indirect costs
shall pe limited to fringe benef:ts, occupancy cost, and immediate supervision.

f. Claims under sub awards, -nciuding the allccable portion of claims
which are common to the Pedera. award, anc to other work of the non-profit
organization are generally allowablie.

An appropriate share of the non-profit organ:zation's indirect expense may be
allocated to the amount of settlements w::h subcontractors and/or subgrantees,
provided that the amount allocated is otherwise consistent with tke basic
guidelines contained in Attachment A. Tre :ndirect expense so allocated shall
exclude the same and s:milar costs cla:med d:irectly or indirectly as settlement

expenses .

49. Training COStS.

a. Costs of preparation and maintenance of a program of instruction
including but not limited to on-the-job, c:assroom, and apprenticeship training,
designed o increase the vocaticnal effect:veress of employees, including
training materials, textbooks., salar.es or waces of trainees (excluding overtime
compensation which might arise -herefroni, and (i) salaries of the director of
training and staff when the trairning program is conducted by the organizatiom;
or f11: tu.tion and fees when zhe trainin3 .s in arn institution not operated by
the organizatior., are allowable.

b. Costs of part-time education, a:t an undergraduate or pcst-graduate
college level, including that prcv:ded zt -he organ:zation's own facilities, are
aliowable only when the course or degree pursued is relative to the field in
whick the employee is rnow working or may reascnablv be expected to work, and are
limiced to:

(2} Training mater:ais.

{2] Textbooks.



(3) Fees charges by the educational institution.

(4) Tuition charged by the educational institution orx, in lieu of
tuition, instructors' salaries and the related share of indirect costs of the
educational institution to the extent that the sum thereof is not in excess of
the tuition which would have been paid to the participating educational
institution.

(5) Salaries and related costs of instructors who are employees of
the organization.

(6) Straight-time compensation of each employee for time spent
attending classes during working hours not in excess of 156 hours per year and
only to the extent that circumstances do not permit the operation of classes or
attendance at classes after regular working hours; otherwise, such compensation
is unallowable.

c. Costs of tuition, fees, training materials, and textbooks (but not
subgistence, salary, or any other emoluments) in connection with full-time
education, including that provided at the organization's own facilities, at a
post-graduate (but not undergraduate) college level, are allowable only when the
course or degree pursued is related to the field in which the employee is now
working or may reasonably be expected to work, and only where the costs receive
the prior approval of the awarding agency. Such costs are limited to the costs
attributable to a total period not to exceed one school year for each employee
80 trained. In unusual cases the period may be extended.

d. Costs of attendance of up to 16 weeks per employee per year at
specialized programs specifically designed to enhance the effectiveness of
executives or managers or to prepare employees for such positions are allowable.
Such costs include enrollment fees, training materials, textbooks and related
charges, employees' salaries, subsistence, and travel. Costs allowable under
this paragraph do not include those for courses that are part of a degree-
oriented curriculum, which are allowable only to the extent set forth in
subparagraphs b and c.

e. Maintenance expense, and normal depreciation or fair rental, on
facilities owned or leased by the organization for training purposes are
allowable to the extent set forth in paragraphs 11, 27, and 50.

f. Contributions or donations to educational or training institutions,
including the donation of facilities or other properties, and scholarships or
fellowships, are unallowable.

g. Training and education costs in excess of those otherwise allowable
under subparagraphs b and ¢ may be allowed with prior approval of the awarding
agency. To be considered for approval, the organization must demonstrate that
such costs are consistently incurred pursuant to an established training and
education program, and that the course or degree pursued is relative to the
field in which the employee is now working or may reasonably be expected to
work.

50. Transportation costs. Transportation costs include freight, express,
cartage, and postage charges relating either to goods purchased, in process, or
delivered. These costs are allowable. When such costs can readily be identified
with the items involved, they may be directly charged as transportation costs or
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added toc the cost of such items (see paragraph 28:. Where identification with
the materials received cannot readily b2 made, transportation costs may be
charged to the appropriatze :ndirect cos: acccunts :f the organization follows a
consistent, equitable prccedure :n this respect.

5.. Travel costs.

a. General. Trave. costs are the expenses for transportation, lodging,
subsi1stence, and related ::-ems :ncurred by emplcyees who are in travel status on
official business of the ron-profit orgarizat.orn. Such costs may be charged on
an actual cost basis, or a per diem or miieage basis in lieu of actual costs
incurred, or on a combinat:on of the twd, provicded rthe method used is applied to
an eatire trip and not =3 selected days of the tr:p, and results in charges
consistent with those normally ailowed in l:ke circumstances in the non-profit
organization’s non-federal:y-sponsored acrivities.

b. Lodging and subsistence. Costs incurred by employees and officers for
travel, including costs of lodging, cth2r subsistence, and incidental expenses,’
shall be considered reasonable and allowable only to the extent such costs do
not exceed charges norma.ly allowed by :the non-profit organization in its
requ.ar operations as tne result of the non-prcfit organization‘’s written travel
policy. In the absence of an acceptable, written non-profit organization policy
regarding travel costs, the rates ard amoun:ts estanlished under subchapter I of
Chapter 57, Title 5, Un:ted States Code '“Travel and Subsistence Expenses;
Mileage Allowances”), or by the Admin:szrazor cof General Services, or by the
President {(or his or her designee pursuar: to any provisions of such subchapter
shall apply to travel under Federal awa-ds :48 CFR 31.205-46(a)).

c. Commercial air zravel.

(1) Airfare costs in excess of the cus:omary standard commercial
airfare (coach or equivalent), Federal Govermment contract airfare {where
authorized and available!. or the lowes: commercia. discount airfare are
unallowable except when such accommodat:ons wouid: 'a) require circuitous
routing; (b) require travel during unreasocnable hours; {c) excessively prolong
travel; (d} result in add::t:onal costs -“hat would cffset the transportation
savings;: or (e) offer azcommoda:ions no* reasonably adequate for the traveler's
medical needs. The non-rrofit crganizazizn mus:t -ustify and document these
conditions ou a case-by-case bas:s in order for the use of first-class airfare
to be allowable in such cases.

(2) Unless a pattern of avc:dance :s detected, the Federal
Government will generaliv not gquestion a mon-profit orgarization's
determ:nations that cus:comary standard airfare or cther discount airfare is
unavailable for specif:c zrips if che non-przf:t crgan:zation can demonstrate
either of the following: :a! that such airfzre was rnot available in the
specific case; or (b; that .t is the non-precf:it organization’s overall practice
to make routine use of such airfare.

d. Air travel by other than commercial carr:er. Costs of travel by non-
profit organization-owned. -leased. or -char:zered a:rcraft include the cost of
lease, charter, operat:on .including personnel costs;, maintenance,
depreciation, insurance, and cther reiated ccsts. The portion of such costs
that exceeds the cost cf :..owabie commerc:a: a:r travel, as provided for in
subparagraphj c., is una.l.owabie.



e. Foreign travel. Direct charges for foreign travel costs are allowable
only when the travel has received prior approval of the awarding agency. Each
separate foreign trip must receive such approval. For purposes of this
provision, “foreign travel” includes any travel outside Canada, Mexico, the
United States, and any United States territories and possessions. However, the
. term “foreign travel” for a non-profit organization located in a foreign country
means travel outside that country.

52. Trustees. Travel and subsistence costs of trustees (or directors) are
allowable. The costs are ‘subject to restrictions regarding lodging, subsistence
and air travel costs provided in paragraph S51.



ATTACHMENT C
Circular No. A-122

NON - PROFIT ORGANIZATICNS NOT SUBJECT TO THIS CIRCULAR

Advance Technology Institute ATI!, Charieston, South Carolina
Aerospace Corporation, El1 Segundo, Califcrm:a

American Institutes of Research (AIR:, Washingtcn D.C.

Argonne National Laboratory. Ck:icago, Iliino:s

Atomic Casualty Commission, Wash:ington, ”.C.

Battelle Memorial Institute., Headquartered in Coclumbus, Ohio
Brookhaven National Laboratory. Upton, New York

Charles Stark Draper Laboratory, Iancorporared, Cambridge, Massachusetts
ONA Corporation (CNAC). Alexandria, Virginia

Environmental Institute 5f Mich:igan, Ann Arbor, M:ichigan

Georgra Institute of Technology/Georgia Tech Aprlisd Research Corporation/
Georgia Tech Research Imnst:.tuze., Atlanta. Seorgia

Hanford Env:i:ronmental Health Foundation, Richland, Washington

IIT Research Institute, Chicago. Illinois

Institute of Gas Technology, Chicago, Iliinc:is

Institute for Defense Analysis, Alexandria, Virg:nia

LMI, Mclean, Virginia

Mitre Corporation, Bedford, Massachuse:ts

Mitretek Systems, Inc., Falls Church, Virginia

National Radiological Astronomy Observa:tcry, Green Bank, West Virginia
National Renewable Energy Labcrazory, G:olden, Cclcrade

Oak Ridge Associated Univers:t:es. Oak Ridge, Tennessee

Rand Corporation, Santa Monica, Tai:fornia

Research Triangle Institure, Research Triangle Park, Nor:h Carolina
Riverside Research Insctituze, New York. New York

South Carclina Research Auther:iiy 'STRA |, Chariestcr, South Carolina



Southern Research Institute, Birmingham, Alabama
Southwest Research Institute, San Antonio, Texas
SRI Intermational, Menlo Park, California
Syracuse Research Corporation, Syracuse, New York

Universities Research Association, Incorporated (National Acceleration Lab),
Argonne, Illinois :

Urban Institute, Washington D.C.
Non-profit insurance companies, such as Blue Cross and Blue Shield Organizations

Other non-profit organizations as negotiated with awarding agencies
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§30.27

Governments, and Non-Profit Organi-
zations.”

(b) State and local governments shall
be subject to the audit requirements
contained in the Single Audit Act
Amendments of 1996 (31 U.S.C. 7501-
7507) and revised OMB Circular A-133,
“Audits of States, Local Governments,
and Non-Profit Organizations.”

(c) For-profit hospitals not covered
by the audit provisions of revised OMB
Circular A-~133 shall be subject to the
audit requirements of the Federal
awarding agencies.

(d) Commercial organizations shall
be subject to the audit requirements of
EPA or the prime recipient as incor-
porated into the award document.

[61 FR 6067, Feb. 15, 1996, as amended at 62
FR 45939, 45944, Aug. 29, 1997]

§30.27 Allowable costs.

(a) For each kind of recipient, there
is a set of Federal principles for deter-
mining allowable costs. Allowability of
costs shall be determined in accord-
ance with the cost principles applicable
to the entity incurring the costs. Thus,
allowability of costs incurred by State,
local or federally-recognized Indian
tribal governments is determined in
accordance with the provisions of OMB
Circular A-87. “Cost Principles for
State and Local Governments.” The al-
lowability of costs incurred by non-
profit organizations is determined in
accordance with the provisions of OMB
Circular A-122, “Cost Principles for

Non-Profit Organizations.” The allow- .

ability of costs incurred by institutions
of higher education is determined in
accordance with the provisions of OMB
Circular A-21, “Cost Principles for Edu-
cational Institutions.” The allowability
of costs incurred by hospitals is deter-
mined in accordance with the provi-
sions of appendix E of 45 CFR part 74,
“Principles for Determining Costs Ap-
plicable to Research and Development
Under Grants and Contracts with Hos-
pitals.” The allowability of costs in-
curred by commercial organizations
and those non-profit organizations list-
ed in Attachment C to Circular A-122 is
determined in accordance with the pro-
visions of the Federal Acquisition Reg-
ulation (FAR) at 48 CFR part 31. In ad-
dition, EPA’s annual Appropriations
Acts may contain restrictions on the

40 CFR Ch. I (7-1-04 Edition)

use of assistance funds. For example,
the Acts may prohibit the use of funds
to support intervention in Federal reg-
ulatory or adjudicatary proceedings.

(b) EPA will limit its participation in
the salary rate (excluding overhead)
paid to individual consultants retained
by recipients or by a recipient's con-
tractors or subcontractors to the max-
imum daily rate for level 4 of the Exec-
utive Schedule unless a greater amount
is authorized by law. (Recipient’s may,
however, pay consultants more than
this amount.) This limitation applies
to consultation services of designated
individuals with specialized skills who
are paid at a daily or hourly rate. This
rate does not include transportation
and subsistence costs for travel per-
formed: recipients will pay these in ac-
cordance with their normal travel re-
imbursement practices. Contracts with
firms for services which are awarded
using the procurement requirements in
this part are not affected by this limi-
tation.

§30.28 Period of availability of funds.

Where a funding period is specified, a
recipient may charge to the grant only
allowable costs resulting from obliga-
tions incurred during the funding pe-
riod and any pre-award costs author-
ized by EPA.

PROPERTY STANDARDS

§30.30 Purpose of property standards.

Sections 30.31 through 30.37 set forth
uniform standards governing manage-
ment and disposition of property fur-
nished by the Federal Government
whose cost was charged to a project
supported by a Federal award. EPA
shall require recipients to observe
these standards under awards and shall
not impose additional requirements,
unless specifically required by Federal
statute. The recipient may use its own
property management standards and
procedures provided it observes the
provisions of §§30.31 through 30.37.

§30.31 Insurance coverage.

Recipients shall, at a minimum, pro-
vide the equivalent insurance coverage
for real property and equipment ac-
quired with Federal funds as provided
to property owned by the recipient.
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§30.63

if paragraphs (c)(1) and (2) of this sec-
tion apply. :

(1) The costs result from obligations
which were properly incurred by the re-
cipient before the effective date of sus-
pension or termination. are not in an-
ticipation of it, and in the case of a ter-
mination, are noncancellable.

(2) The costs would be allowable if
the award were not suspended or ex-
pired normally at the end of the fund-
ing period in which the termination
takes effect.

(d) Relationship to debarment and sus-
pension. The enforcement remedies
identified in this section, including
suspension and termination, do not
preclude a recipient from being subject
to debarment and suspension under Ex-
ecutive Orders 12543 and 12689 and
EPA’s implementing regulations (see
§30.13).

$30.63 Disputes.

(a) Disagreements should be resolved
at the lowest possible level.

() If an agreement cannot be
reached, the EPA disputes decision of-
ficial will provide a written final deci-
sion. The EPA disputes decision offi-
cial is the individual designated by the
award official to resolve disputes con-
cerning assistance agreements. 1f the
dispute cannot be resolved the proce-
dures outlined at 40 CFR part 31, sub-
part F, should be followed.

Subpart D—After-the-Award
Requirements

§80.70 Purpose.

Sections 30.71 through 30.73 contain
closeout procedures and other proce-
dures for subsequent disallowances and
adjustments.

§30.71 Closeout procedures.

(a) Recipients shall submit, within 90
calendar days after the date of comple-
tion of the award, all financial, per-

formance, and other reports as required:

by the terms and conditions of the
award. EPA may approve extensions
when requested by the recipient.

{b) Unless EPA authorizes an exten-
sion, a recipient shall liquidate all ob-
ligations incurred under the award not
later than 90 calendar days after the
funding period or the date of comple-

40 CFR Ch. | (7-1-04 Edition)

tion as specified in the terms and con-
ditions of the award or in agency im-
plementing instructions.

(c) EPA shall make prompt payments
to a recipient for allowable reimburs-
able costs under the award being closed
out.

(d) The recipient shall promptly re-
fund any balances of unobligated cash
that EPA has advanced or paid and
that is not authorized to be retained by
the recipient for use in other projects.
OMB Circular A-129 governs
unreturned amounts that become de-
linquent debts.

(e) When authorized by the terms and
conditions of the award, EPA shall
make a settlement for any upward or
downward adjustments to the Federal
share of costs after closeout reports are
received.

() The recipient shall account for
any real and personal property ac-
quired with Federal funds or received
from the Federal Government in ac-
cordance with §§30.31 through 30.37.

(g) In the event a final audit has not
been performed prior to the closeout of
an award, EPA shall retain the right to
recover an appropriate amount after
fully considering the recommendations
on disallowed costs resulting from the
final audit.

$30.72 Subsequent adjustments and
continuing responsibilities.

(a) The closeout of an award does not
affect any of the following.

(1) The right of EPA to disallow costs
and recover funds on the basis of a
later audit or other review.

(2) The obligation of the recipient to
return any funds due as a result of
later refunds, corrections, or other
transactions.

(3) Audit requirements .in §30.26.

(4) Property management require-
ments in §§30.31 through 30.37.

(5) Records retention as required in
§30.53.

(b) After closeout of an award. a rela-
tionship created under an award may
be modified or ended in whole or in
part with the consent of EPA and the
recipient, provided the responsibilities
of the recipient referred to in §30.73(a).
including those for property manage-
ment as applicable, are considered and
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Request for Advance or Disbursement Instructions

1. Type of Payment Requested: Check “partial” for initial and interim payments. Check “final” only
for the last request made for the TAP Project.

2. Period Covered by this Request: Enter the month, day, and year for the period that this
reimbursement covers.

3. Recipient Organization: Enter the name and address of your group as authorized in the TAP
Agreement. ‘

4, Total Program outlays to date: Enter the total amount spent (outlays) in this time period and all
previous reimbursement time periods.

5. Net Program Outlays: Enter the sum from line 8a, here and in the “total” column.

6. Total: Enter the sum from line 8a, here and in the “total” column.

7. Payments Previously Requested: Enter the total amount of payment already received from
Respondents.

8. Share Now Requested: Subtract line 8g from line8f. This total represents the amount you are

requesting for reimbursement from respondents.

9. Certification: The Project Manager must read the certification statement and verify that the
information is accurate before signing and dating the form. The authorized individual’s name, title, and
telephone number also must be included. '



T a X" one both boxes b. X the appiicable box

TYPE OF 0 ApvancE [ REMBURSEMENT 0O AnaL O pARTIAL
PAYMENT
o DESBURBEMENT _REQUESTED
2 BASIS OF REQUEST
uchdm,,ls
O ACCRUAL
3. ORGANIZATION ELEMENT TO WHICH THIS REPORT IS SUBMITTED 4.  PARTIAL PAYMENT
REQUEST NUMBER FOR
Gises OGROUA/AiPS co TS REQUEST
s PERIOD COVERED BY THIS REQUEST :
FROM: (month. day. year) TO (month. day. yean)
1"Rs y31mS
6. RECIPENT ORGANIZATION 7 PAYEE (Where check is 1o be sent is dillerent than dem 9)
—
Nome F«A\ES IM()'AES O aﬂ,.a(' (cca/ae«.""
Nomber Nurder F -
a0 Sreet and Street
Qly, Siulw . City. Sinte
and 2P Code ! and 2P Code
'y COMPUTATION OF AMOUNT OF RERMBURSEMENTS/ADVANCES REQUESTED
PROGRAMSFUNCTIONSIACTIVITIES » Techmcal TOTAL
Assstance
3 Towi program {As of cate)
oulieys 10 date e§ﬁﬂ
b Lesx Cumulsive program mcome _ .
¢ Net program oulieys (Line 3 minus ine b) f_f
@ Estimetnd net cash oulleys for advance penod & '
e Total (Sumoffnesc & ) $ €000
t  Payments previously requested ” '
¢ Payment shave nOw requesied LIQ,_; Q‘[a— ! ij()-’J
h  Adwencessequiredbymonth, | 1° month ST
when requesied by Respondents ™
for use in making prescheduled | 2 MONEn “/A
advances | 3 moren {
9 ALTERNATE COMPUTATION FOR ADVANCES OMNLY .
a Estmated Respondents cash ouliays that will be made dunng pe-iod covered by the advance A /‘; 3
o Less. Essmated batance of Respondents cash on hand as of beginring of advance penod N
c Amount requested (Lne 8 minus ine b) [3




10.

CERTIFICATION

| certify that to the best of my knowledge
and belief the data is correct and ail
outlays were made in accordance with
the TAP Agreement and that payment is
due and has not been previously
requested.

SIGNATURE OF AUTHORIZED CERTIFYING OFFICIAL

DATE REQUEST
SUBMITTED

TYPED OR PRINTED NAME AND TITLE

TELEPHONE (AREA
CODE, NUMBER.
EXTENSION)
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Summary Request for Funding Instructions

1. Date: Date of Invoice.

2. ltem: This subcategory should fit the type of payments that your group makes-—i.e., copying and
printing, technical advisor, etc.

3. Value: Multiply hours or quantity by rate to arrive at vaiue.



Summary

Request for Funding

Periodfrom / / to: [ [

Year

Partial Payment Request Number

Date

Hours or

Value

I

TOTAL FUNDING REQUESTED
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TAP Monthly Progress Report Instructions

1. Progress Achieved: Describe the types of activities conducted during the reporting
period and the hours required to accomplish these tasks. Indicate whether you are initiating,
continuing, or concluding the acuivity.

2. Difficulties Encountered: Indicate if your group is having any unforescen problems.
For example, you should document if activities are going slower than expected or if your budget
is not working out as anticipated.

3. Percent of Project Complete 1o Date: Enter the percentage of the TAP Project
complete to date.

4. Materials Produced this Month: Indicate any documents prepared by your technical
advisor(s) and your group. Attach copies of these materials to your progress report and submit to
Respondents.

5. Activity Anticipated in Next Month: Describes the types of activities that your group
and your technical advisor(s) will be working on during the next month (note new activities
along with those that are continuing).



TAP MONTHLY PROGRESS REPORT
Date:

- Report Number:
Report Period:

Site:

Recipient:

Recipient Group Representative:
Technical Advisor:

PROGRESS ACHIEVED:

DIFFICULTIES ENCOUNTERED:

PERCENT OF PROJECT COMPLETED TO DATE:

MATERIALS PRODUCED THIS MONTH:

ACTIVITY ANTICIPATED IN NEXT MONTH:
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1L

VL

VIL

FINAL REPORT

INTRODUCTION

PROJECT GOALS AND OBJECTIVES

ACTIVITIES UNDERTAKEN TO ACHIEVE GOALS AND OBJECTIVES'

DIFFICULTIES ENCOUNTERED
TECHNICAL ADVISORS WORK PRODUCTS
FUNDS SPENT

CONCLUSION



TECHNICAL ASSISTANCE PLAN REQUEST

1. SITE NAME AND LOCATION 2 DATE
MMCMS'*:-MTM‘MI“ August 16, 2004
3. COMMUNITY GROUP NAME

PINES. - Peopit In Nood of Envirenmental Safety
4. RELATIONSHIP WATH POTENTIALLY RESPONSIBLE PARTEES (PRPs) OR OTHER INELIGEBLE ENTITIES
Is your group part of, established by. or supported by. or do any of your members represent the following:

A PRP for the site? _m& ves ]
A national organization? @A vesld
A pollical subdivision (for example, a fownship or municipality)? nold  ves™
An academic insShirtion? @l vesld
A trbal govemnment? ol vesd

Explsin any “Yes™ answers 0 item 4

SEE ATTACHMENT A 4

S. HOW IS YOUR GROUP ORGANIZED AND HOW MANY MEMBERS DO YOU CURRENTLY HAVE? !

SEE ATTACHMENT A #S i

6. HOW HAVE YOUR GROUP MEMBERS BEEN AFFECTED BY CONTAMINATION AT THE SITE?

| "SEE ATTACHMENT A #

U S. EPA_May 2004 Page 10of 3



7. HOW HAS YOUR GROUP BEEN INVOLVED AT THE SITE?

SEE ATTACHMENT A #7

8. GROUP CONTACT PERSON

Name Telephone Number Address
Cathi Murray - 2198797107 PO Bax 216 Bev 01
/o PLNES. erly Shores, IN 46301

9. INFORMATION SHARING

Describe the steps your group will take to share information with other community members. How will you ensure
that other community members' concemns are shared with the PRP and EPA?

" SEE ATTACHMENT A #9

10. TECHNICAL EXPERT SERVICES

State your group’s anticipated projects to increase understandmg and participation in the cleanup process. Please
include:

Anticipated tasks the technical expert will do (for example, review reports).

Estimated time the technical expert will spend on each task.

Expected work product from technical expert (for example, memos, reports, and newsletters).

How the community group expects to work with the technical expert.

:"S"N.'"

SEE ATTACHMENT B

11. ESTIMATED BUDGET

U.S. EPA, May 2004 Page 2 of 3




Techaical Exper? »
| v progress @ prodiucts of RIAFS Teshs 1-8 22¢) ©20,020.00
Written & oral w mmm to
PIN.ES. ot mamieaﬁm:u o TS Tashs 1-8 04 SIS
Pubfe meeting portieipation ﬂ 5 | TSL.0cnen
| |
Atte=donce srd porticipatien in l
Projeet Mestings RIYFS Toes 11 L 24 | 00000
Cemmunity OQuirezch
L. ——— -
| Web Site Cesigp 80 Olntesnnee Ver 8 3 year periad S0,8C2CD
1,
— i
Printing & Distridotien of fiyers hovex o 3 year pericd ﬂ ECACD
Map repreduction over £ 3 yeor periad SSoocn
Hiall rental J over 8 3 year perned $5.CD
Newspaper adveriising N over a3 yenr gerie wﬂ TI5000
_— [ .
Miaiiogs over a 3 yeor perted S850.8D
T n' . —
SQI] (e];@) SECAED

12. CERTIFICATION
The undersigned certifies to the best of his or her knowledge and belief that the information on this reque

services. He/she understands that EPA may request additional information about the Community Group.

Signature Print Name Date

st is true

and correct. A false statement on this form may be grounds for rejection of this proposal or termination of the TAP

Tl Resceied (EPRGM 7

Page 3 of

(9%



ATTACHMENT A

Membership includes a total of four elected officials, two township and two mumnicipal officials. None of
the four officials is representing their elected position in the PINES group and can not hold an elected
position on the P.LN.E.S. Board of Directors.

PINE.S. Group currently has sixty-six members and any adult resident of Pine Township may become a
member. The Board of Directors consists of 8-12 citizens who have taken an active interest in the goals of
PIN.E.S. Officers of the Board are President, Vice President, Secretary, and Treasurer. The officers are
elected annmally at the anmual meeting.  Board meetings are held quarterty or as needed. Any PINES.
member may request a special meeting of the board.

All of the members live within the site and its swronnding area. Many of the members have contamination
of their water and soil. Our quality of life has been tremendously diminished due to the uncertainties of the
safeness of our produce from our gardens to enjoy. Our homegrown produce had been used to lessen the
financial food burden. '

Our lives have been altered and inconvenienced by having to live out of jugs of water.
Our peace of mind has been negatively affected due to speculation of health-related issues for ourselves,
our loved ones, and even our pets.

Property devaluation is a major concem because the law requires us to reveal to any
potential buyer the contamination and subsequent hazards of using the water and land.
Obviously this can create a severe financial impact on any one of cur members as well as
the residents in affected areas.

We have been very vigilant in seeking the assistance of our County, State and
Federal officials. We have been in continnous contact with EPA and the
Indiana Departiment of Environmental Management during this entire process.
We have kept the story in the local and regional news media.

We were instramental in locating other pockets of contamination that assisted
the EPA in finding other contaminated areas. We are continning to momnitor
and test water sources and wells in the affected areas.

We contimue to keep the residents of the site and its surrounding area informed
via flyers, emails and public meetings. We keep ourselves available to the
residents to answer questions and listen to complaints on how they now

have to live in fear and apprehension. '

We will continue to send emails, deliver flyers and mailings to the commmunity and the surrounding areas.
Set up meetings to inform residents, also advise the local media of any meetings and progress.

Set up a web-site, keep it current, and advertise the web-site. To ensure that other community members
and their concerns are shared with the PRP and EPA, we will designate two PINES member liaisons that
will be easily accessible to the PRP. EPA. PINES. and residents within the site and surrounding area.



Attachment B

PINES has identified one of the sechnical experts upon which we intend to rely. PINES intends
to retain the services of Charles H. Norris through Geo-Hydro, Inc., of Denver Colorado to serve
as our technical expert in geology, hydrogeology, and aqueous geochemistry.

Mr. Nosris has more then thirty years of professional experience in geology, hydrogeology and
management in the applied and thearetical geosciences. His nationwide and international
experience incledes academic research, technical work, oversight, and/or project and staff
management in site assessment; RUFS; computer modeling of fluid flow, contaminant transport,
and geochemistry (applications and code development); federal, state and local policy and rule
mmmwmmm(mﬁmy Mr. Nomris isa

Professional Geologist in six states, including Indiana. He has a B.S. in Geology from
Univ. of IL, a M.S. (NSF Fellowship) from Univ. of WA, and is still short a thesis for a Ph.D.
from Umiv. of IL.

Mr. Nogris will assist PINES with the identification of techmical experts in other ficlds that may
be necessary to fulfill the purposes of the Technical Assistance Plan. PINES anticipates that
Norris or other experts will perform the following 4 tasks. Budget cstimates are bases upon Mr.
Norris® billing rate of $125/hour.

First, PINES expects Norris to review the progress and products of Tasks 1 through 8 of the
RUFS, as described in the Statement of Work that is attached to the Administrative Order of
Coonsent, including draft reports. PINES perceives RIFS Task 1 Tasks to be critical to the entire
process. Consequently, PINES expects Norris to familianize himself fully with the geology,
hydrogeology, and water quality of the site and the immediately summounding area. To do so, he
will review all relevant data and documents listed in the Statement of Wosk in the Admimstrative
Order of Consent.. He will supplement that, as appropriate, with a review of relevant data and
documents in the published literature and, to the extent possible and practicable through
discussions with the techmical staffs of the USEPA and the Respondents. PINES anticipates not
less than 1 % net weeks of labor for this review by Norris, for a labor budget of at least $7,500.
RI/FS Tasks 2 through 4 are similarly important, since the adequacy of actions that follow the
RUFS are largely defined by the adequacy of the initial characterizations and investigations.
Tightly constrained estimates for these tasks cannot be made at this time; they depend largely on
the RUFS project as it evolves. Tt is unlikely that any of RI/FS Tasks 2 through 4 individually
take less than 4 net days of labor over the course of the RI/FS, for a estimated minimum for
reviewing these Tasks of 12 net days collectively. or $12,800. It is unlikely that any of RUFS
Tasks 5-8 will take less than % net week each. Thus, a minimum estimate for reviewing these
four Tasks is 2 net weeks of labor, with 2 minimum labor budget of $10,008. (PINES
recognizes that portions of this effort may be performed by technical experts other than Noris,
particularly for Tasks S5-8.) As part of this task Norris will also review the monthly progress
reports to USEPA from the Respondents.

Second, PINES expects to receive reports from Norris documenting the results of his reviews,
assessments, interpretations and participation. PINES also expects Norris to routinely convey to
USEPA and Respondents the results of his reviews. assessments, interpretations and



participation. Norris will supply written or oral reports to PINES at the completion by the
Respondent of each of RI/FS Tasks 1 through 8. These reports will summarize the results of the
“Task, explain the significance of the results, and discuss the implications of the results on the
performance of subsequent Tasks. To the extent that Norris differs in opinion with the final
results or interpretation of any task, he will identify those differences and discuss the
implications, if any, of those differences. It is anticipated that the completions of at least RI/FS
Tasks 1, 2, 4, 5, and 7 will result in formal written reports. A minimum estimate for these
reports is one net week of labor for the report on RI/FS Task 1 and 2 net days of labor for each of
the remaining 4 RI/FS Task reports, for a total minimum estimated budget of $13,000. (PINES
recognizes that portions of this effort may be performed by technical experts other than Norris.)

Third, PINES ariticipates that Norris will participate at public meetings that PINES may host
from time to time, explaining to the general public his reports and his understanding of the RI/FS-
investigations as they have proceeded to that point. He will also be available for discussions
with the news media at these times. It is estimated that there will be five formal reports, and it is
anticipated that there will be a public meeting associated with each of the reports. If each
meeting lasts four hours, there will be an additional 2 Y2 net days of labor, with a labor budget of
$2,500. (PINES recognizes that portions of this effort may be performed by technical experts
other than Norris.)

Fourth, PINES expects Norris to attend and participate in the Project Meetings that are described
in RI/FS Task 11. PINES feels that this is a critical opportunity for PINES to contribute to the
RUIFS process. The Statement of Work in the Administrative Order of Consent mandates that the
Technical Assistance Program “help interpret and comment on Site-related documents developed
under this SOW and through USEPA’s issuance of the Record of Decision.” Norris’
participation in the Project meetings allows such interpretation and comment to be provided at a
time when it can best impact the process. The Statement of Work for the Administrative
Consent Order lists eight suggested meetings and allows for more. If there are no more than the
eight mectings, and if they last no longer than an average of four hours, this effort will require 4
net days of labor and a corresponding labor budget of $4,000. Direct expenses for this effort will
depend in part on whether Norris’ participation at a given meeting can be effectively done via
phone-in. (PINES recognizes that portions of this effort may be performed by technical experts
other than Norris.)



PINES MEMBER LIST

NAME ADDRESS

1. Truman Wingo

2. Jackie Wingo

3. Ruth Ahlbrand

4. Daniel Timm

5. Vickie Timm

6. Bonnie Zosso

7. Oscar Jamenez

8. Dieannea Jimenez
9. Phylis Damota
10.Vancel Stone
11.Margaret Stone
12.Shirley Stribling
13. Mike Grunfeid
14.Mike Janowski Exemption 6
15. Penny Janowski
16.David McColpin
17. Shirley McColpin
18.Ray Reagor
19.Judy Reagor

20. Frank Corcoran
21.Al Springer
22.Ann Springer
23.Earl Lowder
24.Donna Lowder
25.Sharon Seahorn
26.David Seahorn




NAME

27.Melvin Waldo
28.Daiseymarie Waldo
29.Helen Molinaro
30.John Molinaro
31.Alan Pitts
32.Gaylen Richardson
33.Peggy Richardson
34.Mike Smith
35.Rana Segal
36.Cathi Murray
37.Alan Murray -
38.]James Bostater
39.Donna Bostater
40. Paul Kysel
41.Kristine Kysel
42.Ellen Becker
43.Nina Forsythe
44. James Prast
45.Sherri Prast
46.Tom Brand
47.Carole Stoddard
48.Diane Egilske
49.Norm Egilske

50. Phillip Collin
51.Jean Collin
52.Nancy Kolasa
53.Terry Kolasa
54.Larry Cota
55.Charlotte Cota

ADDRESS

Exemption 6




56.3an Nona
57.Rick Nona
58.Robert Watkins
59. Tammy Watkins
60.Larry Russell
61.Kimberly Russell
62.Carl Campbell
63.Linda Campbell
64.Ann Frasure
65.Mark Kreigbaum
66. Tammy Davis

Exemption 6




